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My Fellow Citizens:

I present to you, today, my FY 2005-2006 budget recommendation. Like the
two that have come before it, this balanced budget reflects Michigan’s priorities.
Over the past two years, I have eliminated more than $3 billion from state spending,
while guarding the priorities that matter most: protecting our families, educating our
children, and building the jobs and economy that will create the strong Michigan we
all hope for. I've looked for ways — both big and small — to save money, and I've asked
every member of my administration to spend your money as carefully as they would
their own.

On the pages that follow, you will find recommendations that increase funding
for public education, that protect health care for our most vulnerable citizens, and
that continue to streamline state government.

I am proud that this recommendation increases school funding by at least $175
per pupil for students through grade 8 and by $225 per pupil for high school students.
We increase funding for high school for two reasons: first, over the next few months,
we will be outlining steps that demand standards and higher performance from high
schools; and second, the additional foundation allowance rewards those schools who
succeed in retaining their students and reducing the number of students who drop-
out. This budget also increases funding for educational programs for our at-risk
children by more than $30 million.

This budget recommendation will help diversify our economy and create high-
paying jobs by investing in research and increasing funding for start-up life sciences
and technology businesses. It will also create high-paying jobs by accelerating the
construction of our roads, cleaning up blight, sprucing up our downtown areas, and
modernizing our schools. It also lives up to our commitment to higher education by
providing more money to rehabilitate deteriorating buildings on college and university
campuses.

Once again, we will do all of this — and more — without a general tax increase.

The budget before you focuses the state’s spending in six priority areas — the
same areas that you, the citizens of Michigan, have told me are your highest priorities:
improving student achievement, sustaining and creating business investment and jobs
in Michigan, making Michigan’s people healthier and our families stronger, making
government in Michigan more cost-effective and efficient, protecting our citizens and
making our communities safer, and enhancing the quality of Michigan’s natural
resources.
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Each and every thing I have proposed in this budget works toward achieving
one of these six goals. We are providing the services you value most in the most cost-
effective ways possible.

However, this budget also represents the tough choices necessary to fund these
priorities. As in the past, to continue to protect critical services, we've had to make
tough choices to reduce and, in some cases, eliminate those that are very important
but not vital.

Two days ago in my State of the State address, | presented a comprehensive,
far-reaching plan to create jobs and ensure that our citizens are prepared to take
those jobs now and in the future. This budget — along with that jobs plan and the job-
creating business tax cut I proposed last month — is the blueprint for transforming
Michigan into an economic powerhouse for the 21" century.

I look forward to working with members of the Legislature in the coming
months to make this budget a reality — and to make job creation and a high quality of

life a staple in Michigan for years to come.

Sincerely,

Jennifer M. Granholm
Governor
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MICHIGAN’S GOALS

Education

The Economy

Health and Human Services

Hometown Security

The Environment

Better Government

Improve Student Achievement

Sustain and Create Business [nvesiment and Jobs in Michigan

Make Michigan's People Healthier and Our Families Stronger

Protect Our Citizens and Make Michigan'’s Communities Safer

Enbance the Quality of Michigan’s Narural Environment

Matke Government in Michigan More Cost Effective and Efficient
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Plan for Jobs Today and Jobs Tomorrow
Fiscal Year 2006 Executive Budget

s in the past, Governor Granholm’s budget reflects the prierities of the citizens of Michigan. "Threughout

the last two years, the Governor has engaged the great citizens of the state in a dialoguc about the scrvices
government should provide. Michigan citizens believe that our government must be fiscally responsible while
both protecting our quality of life and growing our economy. In fact, the Governor believes the economy cannot
grow witheout a strong quality of life. "This budget is structurally sound and maintains the balance between
cconomic growth and quality of life.

Two days ago, the Governor delivered her third State of the State address. She emphasized the importance of
maintaining that balance. “Like the two that came befove it, my budget will protecr the things that matter most to our
citizens, while finding efficiencies and reducing costs. And like others before it, ir will advance rough, tough choices to
make ends meet.”

The theme of the Governor's State of the State address is captured by the phrase “Jobs Today — Jobs Tomorrow.”
The budget recommendation presented to you today reflects these job growth priorities. The proposal
accelerates new capiral infrastrucrure projects to stimulate the economy with good construction jobs now, while
supporting sustained growth in the future. T'he budget also includes $10 million in new funding to invest in the
Michigan Opportunity Partnership to train uncmployed workers for healthcarc and skilled tradcs jobs that arc
available now and will be available in the future in large numbers. The Governor’s budget also includes $200
million in spending for the Michigan 21" Century Jobs Initiative which will invest $2 billion to develop new

products and technology-based businesses and jobs in Michigan.

In the face of declining federal assistance,

increasing Medicaid cascloads and lackluster “Our employers and our families want the same things — good

revenue growth, the budget challenges we schools, affordable bealth care, public safety, and a strong
face today remain serious. To address this

business climate. In the New Economy, a competitive business
difficult task, Governor Granholm reformed

climate and a great place to live and vaise a family go hand-in-
the budget process to focus spending on glove.”

providing services thar marter most to

citizens. As a result, the Governor’s proposal Governor Granholm, January 27, 2005

increases funding for K-12 education,

protects funding for public safety and health

care, provides funding for job-creation

initiatives, reforms the state purchasing system and implements administrative efficiencies throughout state
government. Our budget prioritizes both expenditures and tax subsidies to focus spending on those activities
that deliver results that matter most to the public.

This budger focuses on state spending in six priority areas — Education, the Economy, Health and Human
Services, Hometown Security, the Environment and Better Government — and justifies every expenditure and

every tax subsidy — to ensure that we spend every penny wisely. T'he Governor’s budget provides the balance we

OVERVIEW
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need to build a berter Michigan. The budget reflects many difficult choices, including $390 million in spending
reductions. Despite the significant cuts, the proposal protects thosc things that make Michigan a great place to
live — the schools where our children learn and grow, the clinics and hospirals that provide our health care, and
police officers and fire fighters who keep our communities safe. It accomplishes all of this, while at the same time

creating jobs and keeping our tax structure competitive.

Fiscal Qutlook

Michigan’s cconomy continucs to lag behind the national cconomic recovery, primarily because our cconomy
needs greater diversification. While our unemployment rate is high, historical trends show that the current rare is
better than our unemployment rate coming out of previous recessions. Right now, the state’s unemployment
rate is 1.3 percent above the national average. In the 1990-1991 recession, the state’s unem ploylm:nt rate pcakcd
at 9.3 percent, 2.5 percentage points above the national average. In the 1980-1982 recession, the state’s
unemployment rate topped-our at 15.5 percent, which was 5.8 percentage points above the national average.

Governor Granholm believes that while no state government is solely capable of turning an economy around,
Michigan needs a robust business climate to attract new business and keep jobs here. To this end, the Governor
has proposed the largest business tax restructuring reform package in over three decades. "The Michigan [obs and
Investment Act will encourage cxisting major employcrs to continuc to keep jobs in Michigan, help small
businesses grow, and encourage research and development companies to create new high-growth jobs in chis
state. This tax restructuring, combined with the Governor’s “Jobs Today — Jobs Tomorrow™ plan and her

commitment to protect our quality of life, will grow Michigan’s economy and secure its future.

Another factor in Michigan’s cconomic struggles is the

strain federal policies continue to place on our budget. “When Granholm took office two years ago, she inherited a
These policies will place a $356 million burden on our state heavily in debt and losing manufucturing jobs by the
budget in fiscal year 2006. In addition, Michigan thousands. Her proposal to cut the SBT tax by 37 percent is a
continucs its tradition as a ‘donor state.”  According to remedy that makes good sense.... The proposal is a remedy

the Tax Foundadon, in 2003, Michigan received only worth supporting.”

806 cents back for every dollar it sent to Washington. In
contrast, for every dollar New Mexico sends to the The Macomb Daily, February 1, 2005

federal government, they get almost $2 back.'

Governor Granholm, working in concert with our
Congressional delegation, will continue the fight to
help bring back our fair share from the federal

govcrnmcnt.

' Federal Tax and Expenditures by State, The Tax Foundation, December, 2004

OVERVIEW
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The recendy released study by the National Conference of State Legislatures (NCSL) tells us that Michigan is not
alonc in its fiscal difficultics. The same NCSL study shows that 23 states arc reporting spending overruns for
some portion of their 2005 budger and 22 states will experience budget problems in 2006. Sixteen states report
that Medicaid spending will exceed appropriations for the current fiscal year.”

. A December 2004 study by the Center on Budger
Estimated Shortfalls ee o Yoy ‘ &
Policy and Priorities confirms that at least 22
California $6.7 billion . e .
Connecticut $600 million - $1 billion statc; arc now projecting budget shortfalls in th.cu*
Minois $1.4 billion 2006 budgers. These shortfalls average abour 6 ro
Indiana $400 million - $1 billion 7.5 percent of their general fund spending.” The
lowa $231 million ) - .
Minnesota $485 — $700 million of the larger statcs, as well as our neighboring
New Jersey $4 billion states.
New York $3 - $6 billion
North Carolina $1.1 billion
Ohio $1.4 - $2 billion
Wisconsin $810 to $940 million
Revenues

State law requires two revenue estimating conferences per year. "T'he conferees include the State ‘I'reasurer and the
directors of the House and Scnare fiscal agencics. The conferees agree upon bascline revenuc estimates for the
current year and the upcoming fiscal year, for both the general fund and the School Aid Fund. The conferences
are held in mid-January and mid-May. The January conference provides the estimates upon which the
Governor’s budget recommendation is based. "T'he May conference provides an opportunity to review the January
cstimates before final legislative action on the budget. In addition, the conferees can convenc a special revenue
estimating conference at any time.

The 20006 baseline general fund revenues are

estimated at $8.16 billion, $1.6 billion less Gener&_‘l Fund Revenues are Below the Rate of
than actual fiscal year 2000 revenues. Inflation and Less Than They Were in 1997
General fund revenues are less than they (S | Millions)

were in 1997 and $2.4 billion below
where they would be if revenucs had

grown at the rate of inflation. ’ —  $7.959 $8042 g7g70

Fiscal year 2006 School Aid Fund
revenues are estimated at $11.3 billion, an
increase of $422 million from the revised
2003 cstimates, but only $340 million

more than the 2005 enacted budget.

B B B B B % B % %

_:Statc Budget Updare:, National Council of State Legislatures, November 2004
* State Tiscal Crisis Lingers; Cuts Suill Loom, Center on Budget Policy and Priorities, December 8, 2004

OVERVIEW
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To help put today’s revenue situation in perspective,
in 1997, School Aid revenuces were $8.3 billion, or
$200 million less than the general fund. While
general fund revenues have declined by $377 million

School Aid Fund Revenues
Grow Steadiy

sipgra  F11501
$10715  g1n815 —
10,134

Epapg  5R.9%4

59,310

58,706

since 1997, School Aid revenues have increased by
almost $3 billion. The School Aid Fund revenucs

have performed much better than general fund

58,305

revenues for two primary reasons -- the School Aid
Fund was protected from tax cuts enacted in the late
1990’s; and the broad based mix of school revenues

are less susceptible to economic downturns.

FISCAL YEAR 2006

Governor Granholm’s 2006 budger was developed using a “budgering for outcomes” process. The process
protects and enhances those priorities that matter most to the people of Michigan by focusing the state’s financial
resources in these arcas. The spending prioritics in this budget are tied to six overarching goals, with related
strategies and indicarors of success. The budget detail includes spending totals for each activity consistent with
the new process. Also included is detail in a format that complies with existing Constitutional and statutory

requirements, including the carmarking of revenues to funds as required by law. The budget uses the general

fund and School Aid Fund revenue estimates agreed
to in the January Revenue Estimating Conference.

The overall budget proeposed by Governor
Granholm totals $41.2 billion. The
recommendation includes $15.7 billion for
Education, $14.5 billion for Health and Human
Services, $5.0 billion to improve the Ceonomy,
£680 million for the Environment, $2.9 billion
for Homctown Sccurity and $2.4 billion for
Better Government. The recommendation spends
$11.4 billion from the School Aid Fund and $8.9
billion from the general fund. "T'he budget
dedicates $1.1 billion for revenue sharing
payments to local units of government, and $3.4
billion for transportation needs.

OVERVIEW
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12%

Hometown Security
7% N
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. — Achievement
38%
Better Government > I\!atural
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6%
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Budget Reflects Priorities

"I'he spending priorities in this budget were achieved through the new budgeting for outcomes process and are
based on the input the Governor reccived from the citizens of the state. Through the new process, six
workgroups were formed and charged with developing goals and strategies to meer those goals. Each and every

activity funded in the state’s budger was assigned to one of these six goals.

"The Governor’s budget is based on her belief

that, in order to build a better Michigan, we “Our goal is to ensure that citizens get every penny of value out
must educare our children; protecr our of every one of their tax dollars. We can do nothing less than
families; and secure Michigan’s future. provide the sevvices citizens most want in the most efficient
Michigan’s six goals are essential in achieving way possible.”

these objectives. Some highlights of Governor

Granholm’s budget are detailed below, Governor Granholm, January 31, 2005

including the desired results from the

identified spending,

STATE OF MICHIGAN GOALS
Education: Improve Student Achievement
The Economy: Sustain and Create Business [nvestment and Jobs in Michigan

Health And Human Services: Make Michigan's People Healthier and Our Families Stronger

Hometown Security: Protecr Our Citizens and Muake Michigan's Communities Safer

The Environment: Enbance the Quality of Michigan’s Natural Environment

Better Government: Make Government in Michisan More Cost Effective and Efficient

Improve student achievement

* The per-student foundation allowance is increased by $175 per student, with an additional $30 for each

high school student. Funding for academically at-risk students is also increased by $33 million.

" Funding for higher education institutions is enhanced by providing an extra $100 million, available in
both 2005 and 2000, for special maintenance needs to enable colleges and universities to improve
Iabl:}rator}r space, libraries, classrooms, and other critical infrastructure needs. "This increase is offset b}? a

$30 million reduction in college and university discretionary funds in both ycars.

(WERVIEW
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Sustain and create business investment and Jobs in Michigan

* The budget includes $716 million in capital infrastructure proposals, a $200 million investment in the
Michigan 21st Century Jobs Initiative, and $10 million for the new Michigan Opportunity Partnership.

Muake Michigan's people healthier and our families stronger

" The budget protects health care and public assistance benefits for our most vulnerable citizens.
A record number of 1.4 million people, including 840,000 children, receive medical coverage under the
Medicaid program, Orwver one million pcoplc each month, pl‘imal‘i]y families with children, receive cash
assistance and food assistance.

Make government in Michigan more cost effective and efficient

" The budger reflects $13.5 million in administrative efficiencies and $30 million in contract savings. The
budget also reforms the state contracting process, continues consolidation of human resources funcrions,

and uses technology to provide faster service.
Protect our citizens and make Michigan's communities safer

* The budget maintains the security of our prison system while reducing the need for 1,300 prison beds

with a mix of policy changes, spending reductions, lease cancellations, and administrative cfficiencics.

" The budget maintains the state’s forensic lab services and current Srare trooper levels, while reducing
administrative overhead in the Department of State Police.

Enhance the quality of Michigan’s natural envivonment

»  The budget maintains funding for the operations of Michigan’s 97 parks; preserves funding for critical
environmental protection programs; increases funding for the on-line environmental permitting system;

and conrtinucs cfforts to cradicate the Emerald Ash Borer infestation.

Funding Gap

In developing the fiscal year 2006 budget

o . - ) Fiscal Year 2006 General Fund Revenues
recommendarion, the Governor had to address the

structural imbalance in the general fund. ‘The Consensus Revenues $8,156.2
funding gap in the 2006 gencral fund budget is Revenue Sharing Freeze _ 396.1
. d Al The fundi ol Suspend County Revenue Sharing 182.3
estimated ac $773 million. The funding gap is the Continue other FYQ5 RevenueAdjustments 30.0
difference berween available revenues and what it [TOTAL FY06 REVENUE ESTIMATE $8.764.6

would cost to continue to provide services at
current levels.

OVERVIEW
A-6 Plan for Jobs Today and Jobs Tomorrow



Addressing this gap required a .

thorough review of all activitics in Fiscal Year 2006 General Fund

state government, as well as a FYO05 Enacted Appropriations $8,699.5

review of the costs of each

activity. [t also required an Baseline Spending Adjustments

) o of cxist Loss of federal special financing revenue 161.2

Intensc review ol cxisting tax Medicaid caseload & utilization 214.3

expendirures and rax subsidies. Tobacco tax fund shift from MBTF to GF 119.5

The budget development process Medicai_d — lost Merit Award funds 680.4

iohed each activi h Corrections bed space needs 55.8

weighed each activity, each tax Debt service 46.4

cxpenditure, and cach tax subsidy FIA caseloads 11.3

against these six goals. Those Restore FY05 employee concessions 76.3

expenditures thar did not match gr;;[élroyee benefit cost increases ??g

the citizens highest priorities were Subtotal Baseline Spending Adjustments 837.7

reduced or cut altogcthcr. TOTAL BASELINE SPENDING ESTIMATE $9,537.2
TOTAL REVENUE ESTIMATE $8,764.6
TOTAL FUNDING GAP $772.6

Closing the Funding Gap

Since taking office in January 2003, Governor Granholm has faced a prolonged budget crisis. The Governor's
first fiscal challenge was a $350 million combined general fund and School Aid Tund shortfall thart she inherited
in the 2003 budget. Fven more daunting was the $2 billion structural deficit that continued in the 2004 fiscal
year. In cach year the Governor and the legislature worked together in a bipartisan fashion to bring the budgets
inro balance.

Unfortunately the fiscal challenges continued. In 2004, and again in 2005, the actual revenue collections
continued to lag behind the revenue estimates. Adding to the budget shortfall were skyrocketing Medicaid costs
causcd by cver increasing cascloads and changes in federal policics. Each of those budget vears had to
accommodate for the loss of general fund revenue from phased in tax cuts approved in 1999 and 2000.

The Governor is committed to addressing the on-going structural budgert shortfall by fostering economic growth
and job creation in Michigan. Budgert curs that undermine our quality of life, or tax increases that compromise
our economic competitiveness, only make it more difficult to achieve that goal. Instead, the Governor is taking a
balanced approach that cuts spending where possible and focuscs the states resources on the key activities that

will retain and create jobs in Michigan.

(WERVIEW
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The Governor’s budget closes the $773 million general fund gap with an appropriate blend of solutions. After

ranking cach government activity against Michigan’s goals, the Governor recommends the climination of

funding for low priority activities. She also reduces spending throughour state government by challenging

managers to achieve the same, or better, results with less money. For example, ongoing reforms of the state’s

purchasing system will save $30 million in fiscal year 2006. In total, spending reductions account for aver half

of the solutions to address the funding gap.

Over 80 percent of gencral fund spending is concentrated in four arcas: Higher Education, Community Health,

Corrections, and the Family Independence Agency. Likewise, over 80 percent of the spending reductions are

concentrated in those four areas. The budger
includes a proposal to reform the state Medicaid
system, which will save $78 million in fiscal year
2006; and a 4 percent Medicaid provider rate
reduction, which will save $61 million. The
budget also includes $55 million in reductions in
the Corrections system, including a multi-facered
initiative to control prison growth, which will
save over $26 million. Lfforts to reduce the
number of children in foster care will save $5
million, and a 30-day waiting period prior to the
issuance of the inicial child care payment to
eligible families will save $10 million. Issuance
of bonds for critical infrastructure improvement
in university and community college classrooms,
libraries and laboratories, will enable the state to
reduce discretionary payments to higher

education institutions by $§30 million,

A Balanced Approach to Solving the
General Fund Problem

{$ in Millions)

Eliminate Tax Rewenue
Expenditures Enhancements
$640 N 550.2

8%

8%
Medicaid Provider
Taxes _
S75.0 Spending Cuts
10% $389.6
50%

Subsidyto Schools

$145.0

19%

Funding Shifts
$52.5 <

O
0

"The Governor recommends that some specialized activities, currently supported with general fund dellars, be

supported with federal or state restricted funds, instcad of general tax revenucs. The budget includes $52.5

million in such fund shifts. The Governor also recommends thart liquor licensees pay a greater share of the

regulatory costs of the Liquor Control Commission, thereby saving the general fund $13 million. And, in order

to protect critical Medicaid safety net services, the Governor recommends new Medicaid provider taxes to help

offsct Medicaid costs, while increasing payment rates to physicians and mental health providers.

The Governor’s budget reduces the general fund subsidy to the School Aid Fund and continucs revenue

enhancements contained in the current budger. These revenue enhancemencs include $10 million from

increased escheats enforcement; $10 million from the sale of state property; and $11 million associated with

continuing te shift a portion of the general sales tax from the Comprehensive I'ransportation Fund to the general

fund. Other revenue adjustments include shifting a portion of the Agriculture Equine Industry Development

Fund o the general fund.

OVERVIEW
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Tax Subsidies

Michigan’s tax code contains 170 tax exemptions, or subsidies, which cost the state over $29 billion per year.
Tax cxpenditurcs arc credits, deductions, and cxemptions from cxisting state taxes. They often represent state

spending made through the tax system, racher than through the traditional annual budget.

As recommended in The Price of Grovernment, a thorough analysis of the tax expenditures should be a part of any
budgeting for outcomes process. The Governor recommends that Michigan’s budget process be reformed to

annually rcconsider the effectiveness of

tax subsidies to determine if they are . .
J “Most strategic reviews focus on government programs. Bur government

achieving their intended purpose, and if : . ; :
chieving dled PUIpose, anc does tts work through many other mechanisms, including rtax breaks and

they are delivering results for citizens, subsidies. These are varely examined, but they provide rich opportunities

The Governar’s fiscal year 2006 budget for savings. . . Strategic reviews should reexamine all subsidies and tax

process included an cxamination and breaks, 1o see if they ave the least costly way to achieve the desived

prioritization of direct budget OUICOMES.

e}‘cp endirures, as wel‘l ‘m rax expendl.tures. David Osborne and Peter Hutchinson, The Price of Government,
I'he Department of ‘I reasury examined 2004

all tax cxpenditures and subsidics and

divided them into two groups.

1. The fiest group represents those tax credits, deductions, and expenditures that most closely resemble
appropriations made through the tax system, rather than through the usual budget system. This group of

tax subsidies was considered in more depth as part of the budgeting for outcomes process.

2. The second group includes tax expenditures or credits that arc an inherent part of the state’s overall
taxation system. For example, this second group includes tax expenditures directly related to constirutional
requirements (e.g., the sales tax exemption for food and drugs), or other state or local tax laws (e.g., the
homestead property tax credit, the exemption for income tax paid to another state), as well as tax
cxpenditures related to the adoption of the federal adjusted gross income standard. This sccond group also
includes tax exemptions created by the scope of existing law (e.g., sales tax on services). This second group

of tax expenditures was not part of the budgeting for outcomes process.

Cach of the tax expenditures in the first group was reviewed to determine the intent of the tax subsidy, and then
assigned to the goal with which it was most closely aligned. A guidance team of key economic, tax, and budget
advisors mct and analyzed cach tax subsidy against its intended purposc, as well as its contribution to the results
that matter to the public. The Governor recommends the elimination of nine tax subsidies because these
expenditures no longer reflect the highest priorities of Michigan citizens. The savings gained from eliminating
this spending will be directed toward other high-priority areas. "The elimination of these subsidies will save the

gencral fund $64 million, and the School Aid Fund $48 million.

The Governor recommends that the following tax subsidics be climinated:

* the reduced oil and gas severance tax rate for marginal wells;

See Appendix C lor further description ol all wax expenditures in Group 1.

OVERVIEW
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* the use tax exemption for international and toll-free telephone calls;
" the sales and use tax exemption for interstate motor carriers;

" the personal property rax exemption for the lease of water softeners;
*  the cxemption of railroads from the utility property tax;

*  the sales and use tax exemption for copyrighted motion pictures purchased or leased by mavie theaters

for public viewing;
*  the deduction of oil and gas income from the personal income tax;
* the sales tax exemption for soft drinks and foed sold from vending machines; and

" the sales rax exemption for sales in prison stores.

FISCAL YEAR 2005

A special revenue estimating conference was convened in December 2004 to identify potential fiscal year 2005
revenue shortfalls. 'The December conference identified a revenue shortfall of $355 million. In order to prevent
automatic reductions in K-12 school payments, legislation was cnacted transferring $99.3 million from the
general fund to the School Aid Fund. The effect of the transfer was to concentrate the entire budget problem in
the state’s general fund. On January 13, 2005, the consensus revenue estimating conference met again and
reduced the projc:ctcd 2005 revenue shortfall downward slightly to $335 million. However, rising Medicaid
cascloads necessitate a $40 million supplemental appropriation, bringing the total current year problem to
$375 million.

This shortfall triggers the Constitutional requirement thar the Governor submit a proposal to bring the budger
into balance. That proposal is being presented today. The overall solution to the current year problem includes a

mix of spending reductions,

savings from administrative Fiscal Year 2005
efficiencies, projected (% in millions)
expenditure lapses, several small Projected Revenue Shortfall $335.0
one-time revenue adjustments, Medicaid Supplemental ___40.0 ]
and the usc of reserves. The Total Shortfall $375.0
solutions require the approval of Solutions:
an Executive Qrder reduction Budget Stabilization Fund Withdrawal $67.8
- the A qations Reverse GF Supplemental to SAF 99.5
b,} e ) ppropriations . Other Spending Reductions 123.7
Comumittecs and the passage of Medicaid Benefits Trust Fund Withdrawal 25.9
a supplemental bill by Lapses 15.9
the Legislature. Fund Shifts 40.3
Revenueg increases 2.5
Total 375.6
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The Management and Budger Act’ specifies the Executive Order procedures. The Governor must provide ar least
five days notice to the Appropriations Commitiee of the time and place for the Executive Order presentation.,
Thar notice was issued on February 4, 2005. Approval of the Executive Order requires a majority vote of each
Appropriations Committees within ten days after presentation. If either commitree disapproves the Executive

Order, the Governor may issue another Fxecutive Order within 30 days.

As noted, the December 2004 passage of a supplemental bill for the School Aid budget concentrated the entire
$375 million shortfall in the state’s general fund. However, since December, three changes have affected the

School Aid budget.

1. When the state’s financial books were closed for fiscal year 2004, the School Aid Fund carried forward an

unanticipated $74 million.

2. The latest projections indicate that fewer pupils are artcending K-12 schools this year than had been
expected. Since School Aid payments are based upon the number of pupils in attendance, this change in

pupils will reduce overall School Aid obligations.

3. The Governor is proposing a comprehensive reform of the School Bond Loan Fund, which will reduce
School Aid Tund liabilides for both 2005 and 2006.

In the aggregate, these three factors have fully addressed the School Aid revenue shortfall, withour the need for the
supplemental passed in December. Thercfore, as part of the overall solution to the current year problem, the
Governor recommends that the supplemental be reversed, thereby restoring the funds to the general fund and

making them available to help solve the $375 million problem.

"The remaining problem of $275 million is addressed through $124 million in spending cuts, $40 million in
expendirture shifts ro restricted funds, $16 million in known expenditure lapses. The spending cuts include $60
million in agency administrative savings and $18 million in Medicaid cuts. A change in the child care payment
policy will save $10 million in 2005. Higher education funding is reduced by $30 million; however, all of this
funding — and more — is replaced with $100 million in bond proceeds for special maintenance at universities and

community colleges.

"The Governor also recommends the withdrawal of $26 million from the Medicaid Benefits 'I'rust Fund and $74
million from the Budget Stabilization Fund. With thesc actions, the projected balance in the School Aid Fund at
the end of fiscal year 2005 will be an estimarted $24 million. The balance in the Budget Stabilization Fund will

be almost $7.5 millien.

"PLA. 431 of 1984, as amended, MCL 18.1391
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Conclusion

While the process by which the Governor has developed her budgert has changed, the priorities of the citizens and
job providers of Michigan have not changed. We seck a lean government thart offers critical services for the best
pricc available. Job providers scck a competitive tax structure and a high quality of lifc — from a solid cducational
system o affordable health care to a wonderful place to work, play and raise

vour family.

Even during the most cha.llcnging of economic times, Governor Granholm’s budgc:t providcs all of this, without
raising general taxes. Because the budger relies on cuts instead of one-time fixes, it continues efforts ro address
the structural problems. Make no mistake about it; this was not an easy accomplishment. Governor Granholm
made bold decisions to balance this budget — decisions that reduce funding for important initatives. "These

decisions were made in order to promote economic growth and crearte a berter Michigan.

We must not delay — we must act decisively now to get the jobs we need roday and the jobs we need tomorrow.

We can do it we can grow Michigan together — starting with this balanced budget.

OVERVIEW
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Budgeting for Outcomes: The Process

he Vision: Governor Jennifer M. Granholm came to office in 2003 commitred to developing a berter

government: a cost effective government that delivers the results that peeple demand — without wasting
precious taxpayer dollars. A government that ensurcs that Michigan is a place where businesses want to invest,
people want to live, and families want to raise their children.

"I'wo months after she tock office, Governor Granholm said: “The financial position of the state is bleak. . . . We
can choose to see 1t as a chance to look anew at the way government does business and ask some tough questions. With
limited resources, what do we value most? What services do we agree are the core functions of government, and which
can be categovized as “wants,” but not “needs™ I have asked these questions of citizens acvoss the state, and this budget

. . )
reflects my best judgment based on their input.

Initial Actions: Facing a projected budget shortfall of approximatcly $1.7 billion, Governor Granholm invited
Peter Hutchinson, co-author of The Price of Government,” to meet with her Cabinet in January 2003 and discuss
results-based budgeting. Although 7he Price of Government had not yet been published, Mr. Hutchinson shared
many of the principles that later formed the foundation of his book. As a result of that meeting, and in
conslration with her advisors, the Governor initiated a planning process to focus on the priorities that matrer
most to Michigan’s citizens.

First, internal CTOSS-ALENCY p]a.nning groups were formed to focus on six priority areas: the Economy; Education;
the Environment; Health and Human Scrvices; Hometown Sccurity; and Better Government. These work
groups developed action plans to improve services in each of these six priority areas. These action plans have
been modified over time, but still form the basis for major activities within the Executive Branch (see

www.michigan.cov/cabinerplans).

Citizen Input: Second, and more importantly, the Governor immediately implemented a process to gather input
from Michigan citizens about the budget. On two separate occasions (in February and October 2003), Governor
Granholm traveled across the state to multiple “town-hall” meetings to talk directly with the people about our
budget challenges. The Governor thoroughly cxplained the budget process and the fiscal difficultics facing the
state. She solicited input from people throughour the state abouc their priorities for state government. In
addirion, in 2004, the Lt. Governor conducted hearings across the state and received citizens” inpur about the

vital link between higher education and economic growth.

Citizens told Governor Granholm to protect education, help familics in need, and protect jobs, health care,
and public safery. She used that viral information to help shape her budget decisions in 2003 and every year

since then.

State of Michigan Executive Budget, Fiscal Year 2004, March 6, 2003,
David Osborn und Peter Hutchinson, The Price of Government — Getting the Results We Need in an Age of Perinanent
Fiscal Crisis, Basic Books, New York, 2004.
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Governor Granholm Begins to Change the Budget Process: In March 2003, Governor Granholm presented
her first budget to the Legislature and implemented several changes in the budget process. She built the budget
based on the inpur she received on her budget tour of the stare, focusing on preserving and protecting those
services that citizens told her were most imporrant to them. Then, to provide feedback to the citizens, she used
the budget to clearly identify the top priorities for cach department, so that citizens could understand her
spending recommendations. In addition, the Governor’s budget clearly showed what scrvices were being

purchased with taxpayer money.

Continuing Actions to Reform the Budget Process: Larly in 2004, Governor Granholm readied for the next
steps in her cfforts to improve the budget process. She wanted to strengthen Michigan’s budget process in three

key areas.

(1) She wanted to further break down department silos and concentrate on

government-wide efforts to improve services to citizens.

(2) Shc wanted to convert department-specific prioritics into government-wide
goals directly focused on the results that matter o the public.

(3) She wanted ro more closely link spending decisions to the desired results.

In 2004, she instructed all members of her Cabinet to read The Price of Government and rold them to prepare to
change the way the state budget is developed in Michigan. During a scrics of Cabinct-action planning scssions,
the Governor and her key staff implemented additional reforms.

Delivering Results for Citizens: Building on the citizen input received in prior years, six cross-disciplinary work
groups identified goals to reflect what citizens most want from state government. Ultimately, Governor

Granholm adopted six goals as her commitment o the people of Michigan.

STATE OF MICHIGAN GOALS
Education: Improve Student Achievement
The Economy: Sustain and Create Business Investment and Jobs in Michigan
Health And Human Services: Make Michigan's People Healthier and Our Families Stronger

Hometown Security: Protect Our Citizens and Make Michigan's Communities Safer

The Environment: Enbance the Quality of Michigan'’s Natural Environment

Better Government: Make Government in Michigan More Cost Effective and Efficient
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For each goal, the work groups identified specific strategies to guide the state’s actions and to focus efforts on
activitics that deliver results for citizens. Performance indicators were identificd to measure progress in cach arca.

All current agency budgets were divided into acrtivities, with dollar values assigned to each activity. Each activity
was analyzed to determine which goal it supported, and was then assigned to the appropriate work group for
prioritization. When this cxercisc was finished, it was apparent that cach Michigan goal is supported by acrtivitics
in multiple departments. The converse is also true — the activities in each department serve multiple goals, This
assignment of activities to goals made it immediately apparent that changes in the traditional thought process
were necessary. State leaders needed to think breadly about government-wide results, rather than thinking in
departmental “silos.”

Once all activities were assigned to the

appropriate goal, each work group “Michigan's recent movement to integrare statewide and agency strategic

ranked — in order of importance to planning through the Cabinet Action Plan is indeed impressive. The goals

Michigan citizens — all of the activitics and objectives outlined in the plan are inberently results-focused and

supporting their assigned goal. To include targets for future performance. Governor Granholm's

facilitate this prioritization process, each administration instills a common set of values and a common vision for
department ranked its own activities and employees,”
provided recommendations to the work

Governing Performance Project, Grading the States 2003, January

roup on the relative priority of its
group P gl 31, 2005

activities. However, the work groups

were not bound by the department

recommendations and were encouraged to rank activitics across department lines. Conscnsus was reached within
each work group abour which activities were high priority, which were medium prioriry, and which were

low priority.

Determining the “Price of Government”: While the work groups were completing their preliminary work, the
. e . o s n

State Budger Office and the Department of Treasury developed an initial estimate of the “price of government.

This estimate assumed thart the current revenues represent the amount thar taxpayers are currently willing to

Spcnd on governm [=pl

The State Budger Office analyzed current spending for cach goal, and cstimated spending for fiscal year 2006 if
the traditional budget process were followed. To the degree possible, the State Budget Office also reconstructed
prior year spending patterns by goal, to examine goal-directed spending trends. Lastly, an analysis of current
performance in cach goal arca was completed in order to asscss the degree to which Michigan was currently
achieving the desired results. Using this information, in consultation with the Governor, each work group was
assigned a general fund budger cap and an overall budger cap, which were to govern all decision-making within

the work group.

Deciding What to “Buy”: Each work group uscd their activity rankings to determine what activitics could be
funded within the assigned budget cap. It became evident that there were not enough resources to “buy”™ all of

* The Tanuary 2005 Revenue Estimating Conlerence developed the linal “price of government” estimate used by the

Governor in finalixing her liscal year 2006 budget recommendation.
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the high priority activities. Numerous high priority activities fell below the funding line. Fach work group faced
difficult decisions and, in many cascs, decided to reduce or climinate funding for lower priority — bu still
important — programs, in order to stretch taxpayer dollars further and to protect critical high priority programs.
In addition, work groups identified ways to reduce administrative spending in order to gain further efficiencies in
the delivery of state services. Work group members were encouraged to challenge traditional thinking and focus
on thosc activitics that delivered the highest valuc to Michigan citizens. They were encouraged to look at current

performance measures and focus on activities thar could improve results for the public.

Oince this work group process had been completed, each group

“Meost strategic reviews focus on presented their reccommendations to Governor Granholm and
. : . her guidance team’ for consideration. The Governor engaged in
government programs. But governmernt ) 898

does its work through many other dialogue with the workgroups -- asking questions, challenging

mechanisms, including tax breaks and assumptions, debating values. [n some instances she asked the

subsidies. These are rarely examined, but work groups to “go back to the drawing board” and reconsider

they provide rich opportunities for savings.” ~ heir recommendations.

David Osborne and Peter Hutchinson, Considering Tax Expenditures: As recommended in The Price

The Price of Government, 2004 of Government, a thorough analysis of the government’s tax

cxpenditure budget should also be part of the budgeting for

OULCOMES Process.

"Therefore, the Department of 'I'reasury reviewed Michigan’s tax expenditure budget, and assigned each tax
cxpenditure to the appropriate goal. Key members of the guidance team then ranked these tax expendirurces as
part of the overall prioritization process. Those tax expenditures, or subsidies, that ranked lower than direct

budget expenditures fell below the funding line and were recommended for elimination.

Final decisions: Ultimately, based on input from the work groups, from her guidance team, and from her
interactions with Michigan citizens, Governor Granholm made the final decisions about what to buy with the
available dollars. She used the people’s priorities to guide her final decisions. This fiscal year 2006 Executive

Iiudgct represents (GGovernor Granholm’s recommendations for a.chicving maximum results for Michigan citizens.

1 The guidance leam consisted of the Governor, key policy stalT, the State Budgel Direetor and the Stale Treasurer.
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Spending by Goal






EDUCATION

Goal: Improve Student Achievement

From cradle to grave, education is vital to a successful and happy life. Learning begins in eatly childhoeod,
continues through grade school and high school, advances in college, and culminates in life-long learning
habits. As part of the budgeting for outcomes process, the Governor revicwed and prioritized all educational
services supported with taxpayer dollars — child care and early childhood learning, K-12 education, support for
colleges and universities, higher education financial assistance, and adult learning opportunities.

The Governor’s budget for fiscal year

2006 recommends total spending for Education Spending Plan
cducational services $15.7 billion, of
which over $2.1 billion is general fund. Quality Early Increase
This represents more than 38 percent of Education Student
N 4% i
the total state budget. T'here are over \ Achievement
P A 10%
160 activitics in 12 statc departments \
Improve
that support the student _ \,
. Learning B 5
achievement goal. Environment” Increase
3% College
Readiness

A.ccess 69%

Lifelong .-~

Leaming Double

1% Number of
College -~
Grads
13%

Total: 15.7 Billion

Strategies to Achieve Goal
= Make quality early childhood education and child care programs available to all Michigan children.

* Increase the number of Michigan schools achieving significant progress in mathematics, reading and writing, attendance, and
graduation rates.

= Increase the number of high school students who qualify for college or advanced study.
= Double the number of students who attain college degrees and other marketable credentials.

» Improve access to lifelong learning opportunities for all citizens.

" Improve access to a safe and supportive leaming enviranment by prometing positive student behaviors and by increasing
patticipation in health and nutrition programs.
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Make Quality Early Childhood Education and Care Programs Available to Michigan Children

Strategies to improve student achievement begin at birth, "The placement of the Family Independence Agency’s

ncarly $475 million child carc program and related child care licensure program under the education umbrella is

reflective of the Governor’s desire to move from simply providing child care services to providing educational

Fully Fund Special Education
Total funding $1.38 billion; $960.8 million state schoof aid
fundiother state funds

Fully Fund School Breakfast and School Lunch Programs
Total funding $338.3 milfion; $22.5 million state school aid
fund; $9.7 million: general fund

Fully Fund Durant-Related and School Bond Loan Fund
Debt Service

Total funding $79.5 million; Nearly $35 millon state schoo!
aid fund

Maintain Funding for Local Libraries

Total funding $19.4 miltion; $13.8 mitfion general fund

Fund Adult Education

Total funding $39.3 miltion; $20 miftion state schoof aid fund
Maintain Tuition Restraint Incentive for Universities
Total funding $87.8 million; $87.8 miffion general fund

Fully Fund Merit Award for Classes of 2004 and 2005
Total $121 miflfon; $0 general fund

Fund Preschool Programs
Total funding $153.4 miffion; $88.3 million state school aid
fund/general fund

Fund Financial Aid for Students Attending Public Colleges
Total $185.2 million; $44.7 miltion generaf fund

Fund Intermediate School District Operations
Total funding $80 miffion; $80 milfion state scheof aid fund

opportunities for children in state-subsidized child
care placements. Under child care licensing rules
being proposed by the Family Independence
Agency and currently available for public
comment, for the first time those providing child
care in their licensed homes will be required to
receive at least 10 hours of child care training cach
year. Required training for child care center
workers will be phased in over three years to a
minimum of 16 hours per year. These rules
impact 4,600 child carc centers and 13,800 state-
licensed homes.

Funding for the Governor’s Project Great Start
school readiness program is continued at $85
million, preparing more than 23,000 four-year-
olds annually to enter kindergarten ready o learn.
Funding for Great Parents, Great Start is also
maintained at $3.3 million for fiscal year 2000,
Administered by intermediate school districts, this
program for parents of all children from birth o
age five provides parents with ideas for age-
appropriate educational activities to prepare their
children for school, as well as referrals to
community services if needed. Federal funding of
$65 million is targeted for early childhood special

education services.

Increase the Number of High School Graduates Who Qualify for College or Advanced Study

To implement recommendations from the Cherry Commission, the Governor is calling upon Michigan's K to

12 system ro intensify its efforts to ensure thac high school students are ready for

postsecondary opportunities.

Basic Support. "I'he school aid budget totals $12.8 billion for fiscal year 2006, an increase of $282 million, or 2.3

percent, over original fiscal year 2005 appropriation levels.

From this funding, the Governor proposcs to increasc foundation allowances by $175 per pupil for all pupils in

fiscal year 20006, the first time an increase in per pupil funding has been recommended since fiscal year 2003.

EDucAaTIoN
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This will raise the minimum foundation allowance from $6,700 per pupil to $6,875 per pupil, an increase of 2.6
percent, compared to an cstimated inflation rate of 2.1 percent. The cost of this increasc is nearly $291 million.

In addition, the Governor is reccommending that Michigan’s school finance system begin to reflect the high costs
of providing a comprehensive high school curriculum that prepares students for postsecondary success. In fiscal
year 2000, the Governor recommends that school districts receive an additional $50 per pupil for high school

students. 'he estimated cost of this provision is $26.3 million,

Incentives for Improvemenis. Whilc Michigan’s cducational Icadership has spent recent vears placing rigorous
preschool and K-8 curriculum standards in place, these rigorous standards must now be extended to our high
schools. In addition, our preschool, K to 12 and higher education systenmis must be berter aligned to create the
nation’s best-educated citizenry, Our children and grandchildren depend upon it. "The Governar is also
announcing a scrics of incentive payments that begin in fiscal year 2007 to encourage districts to graduate high
school students thar are prepared for the next phase of their educational careers. The early announcement of
these incentives provides districts an opportunity to plan for the future.

Beginning in fiscal year 2007, the Governor is proposing to provide districts with an additional incentive
payment to invest in upgrading high school curriculum. Beginning in fiscal year 2008, schools that require the
cnrollment of high school students in the rigorous Michigan Scholar Curriculum, recommended by the Cherry
Commission, will receive an additional quality incentive payment to support these efforts. By 2011, incentive
payments will be based solely on the number of high school graduates who have completed the Michigan

Scholar Curriculum.

During fiscal year 20006, support for the Michigan Virtual High School is increased to $8 million to expand
distance-learning opportunitics for high school students to cnsure that all students have access to this

rigorous curriculum. R —

Regional Efficiencies. The success of Michigan’s K-12 Michigan Scholar Curriculum

system requires the wise use of taxpayers’ dollars. In
- Includes at feast:

order to direct as many dollars as possiblc o the / = 4oredits in English \
classroom, school districts must work cooperatively to | = 3credits in Math (algebra 1& 2; geometry) !
| = 3 credits in Laboratory Sciences (biology, |

contain costs for school management functions such : :
' chemistry, physics) /

as budgeting and accounting, payroll and personnel \.\. = 3.5 credits in Social Studies (U.S. and world
functions, purchasing, and other history, geography, economics, government)
administrative activities. *  2credits of Foreign Language

In fiscal year 20006, the Governor recommends a R ) f_///

$200,000 grant to a group of intermediate districts to
develop models for regional cooperation in the delivery of scheol management functions. Beginning in fiscal
year 2007, districts will have to be members of intermediate district school management consortiums in order to
receive all of their funding, The fiscal year 2006 recommendation also increases intermediate school district
funding by $2.3 million, or 2.6 percent, to $80 million.

Accountability and Assessment. High school juniors are expected to take the traditional MEAP test for the last
time in 2006. "The Department of Education budget contains an appropriation of $2.6 million to transition

from the MEAP test to the new Michigan Merit Examination — an enhanced college entrance exam. The

EDUCATION
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funding will suppert an alignment study, augmentation planning and test costs. The department’s assessment
budget also contains an increasc of nearly $3.4 million in federal funds to develop the MI-Access test for students
whose special education needs require an accommodared test. In roral, the state will spend approximarely $32.2
million on its assessment programs in fiscal year 2006.

Increase the Number of Michigan Schools Maintaining Adequate Yearly
Progress in Mathematics, Language Arts, Graduation Rates, and Attendance

Under the federal No Child Left Behind Act of 2001, states and schools must make adequate yearly progress
(AYP) roward the goal of 100 percent of students achieving at grade level in mathemarics and reading by 2014.
For school year 2004, the Department of Lducation reported that 76 percent of schools and 80 percent of school

districts met the federal mandate for making adequate yearly progress.

"The Department of Education manages over $900 million in federal and state funds that support academic
improvement in schools. The department has created regional support tecams in collaboration with intermediate
school districts to assist schools nor making adequate yearly progress, co-rrained over 90 coaches to directly assist
those schools, encouraged the spread of best educational practices through the sponsorship of instructional
excellence seminars, and developed a tool kit of over

Q New Initiatives 300 practical strategics to sustain
school improvement.

* Increase Foundation Allowance by $175 Per Pupil

10 56,875 Students receive assistance through several programs.
Tolal funding of $9.7 billion; $9.7 billion state school aid fund The School Aid Act allocates over $760 million of
»  Additional $50 Per High School Pupil to Recognize Extra federal and state funding to academically at-risk

Costs of Providing High School Curriculum

Total funding of $26.3 million; $26.3 miff hoo!

a?;afuggdmg of $26.3 milfon; $26.3 millon siate schoo increased by $33 million to $347 million in fiscal
* Increase Funding for Academically At-Risk Students by year 2006. Over $22 million of federal Reading

$33 Million First grants are targeted to improve carly reading

Total funding $347.2 milion; $347.2 milfion school aid fund skills that are critical to fururc academic success.

» Increase College and University Operations Funding by
870 Million for Fiscal Year 2005 and Maintain for Fiscal

children. State funding for at-risk students has been

The percentage of Reading First participants who are

Year 2006 reading at or above grade levels in 2004 has
Total funding $1.78 billion. $1.67 billion general fund increased by 5 percent for first graders, 9 percent for
=  Develop Models of Regional Efficiencies to Reduce 2nd graders, and 10 percent for third graders. Over

Schools Expenses for Business Management Functions
Total funding $200,000; $200,000 general fund

»  Convert High School MEAP Test to an Augmented College
Entrance Exam

$1.3 billion has been allocated for special education
programs and services, including over $10 million

for the operation and outreach activities of the

Total funding $2.6 million; $0 general fund Michigan Schools for the Dcaf and Blind.
»  Expand Courses Offered by Michigan Virtual High School ) _ )
Total funding $8.0 mitfion; $1.75 million general fund The federal No Child Left Behind Act also requires

that schools struggling to meet academic goals
employ “highly qualified” teachers. Over $106 million of federal funding is appropriated to improve teacher

quality through profcssional development.
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Improve Access to a Safe and Supportive Learning Environment

"The Governar proposes to reform the School Bond Lean program in fiscal year 2005 to create a revolving loan
fund. The restructuring of the program will relicve the School Aid budget of debt service payments for school
construction in fiscal years 2005 and 2006. The Michigan Municipal Bond Authority will capiralize the
revolving loan fund from the sale of revenue bonds secured by the existing School Bond Lean Fund loan
portfolio. "The Department of 'I'reasury will strengthen its loan program by updating methodologies used to
cvaluate construction costs, building utilization, financial cvaluation standards, and cnrollment growth
projections. In addition, it will develop and implement a Web-based application process that will allow districts
to complete their applications on-line and transmirt them electronically to the department. The proposed reform

will have no impact on existing bonds and outstanding loans.

National studics have concluded that hungry children can’t learn effectively. The Governor’s Exccutive Budger
provides funding of $328.6 million for the school lunch program and $9.7 million for the breakfast program. In
2004, these programs served over 174 million nutritious meals, with daily lunches averaging over 795,000 and

206,000 daily breakfasts.

"T'he fiscal year 2006 budget doubles the number of
school-based health cenrters to 635, funded by $3.7 million

Spending Reductions

from the School Aid Budget, which is matched with $5 = MSU Agricultural Experiment Station Reduced
million federal funds in the Department of Community From 533.2 millior‘“" $29.9 million
Health budget. More than 80,000 youth, ages 10 to 21, Savings of $3.3 million general fund

»  MSU Cooperative Extension Service Reduced
From $28.6 Million to $21.9 Million
Savings of $6.7 mitlion general fund

= Child Care Funding Reduced to $473 Million
Total $21 miflion; §10 miffion in general fund

= General Fund Subsidy te School Aid Fund
Total $145 miltion; $145 miflion general fund

arc served cach year.

Federal safc and drug free schools monics of $12 million
fund programs to prevent violence in and around schools;
prevent the illegal use of alcohol, tobacco, and other
drugs; and coordinate resources to foster a safe and drug-

free environment that supports academic achicvement.

Federal 21st Century grants totaling $29.3 million provide afrer-school enrichment opportunities to over 25,000
children in 184 schools. Youth development activities include drug and violence prevention; counseling; art,
music and recreation; and technology. "T'he department of Education and the Family Independence Agency are

collaborating to improve program coordination and to sccurc an additional $175,000 in private funds.

Increase the Number of Students Who Attain College Degrees and Other Marketable Credentials

Michigan’s cducation system and its cconomic futurc arc inextricably linked. One cannot thrive without the
other. Competencies for success in college and in the workplace have converged in the new knowledge-based
world economy. If Michigan is to be an economic powerhouse in the 21" century, students musr expect to
attend college. I'he recent Cherry Commission report makes several recommendations related to preparing
Michigan for the next cconomy — foremost of which is that we sct and achicve a new expectation for learning;
postsecondary education for all. The Governor’s fiscal year 2006 budget begins to address the challenge of
increasing the number of Michigan residents who attain a postsecondary degree.
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University and Community College Funding. Despite Michigan’s budgetary challenges, the Governor’s
recommended budget increascs funding for Michigan’s 15 universitics and 28 community colleges in both fiscal
years 2005 and 2006. The Execurtive Budget proposes the issuance of state bonds for special maintenance
projects at universities and community colleges of up to $100 million annually for fiscal years 2005 and 2006.

"T'his proposal is part of the

. , . , Governor's cfforts to improve
There is a strong correlation between the educational level of a state’s P

. L educatienal epportunities, while
workforce and its economic vibrancy. States that educate and nurture PP ’

. . L . . creating jobs, by repairing existin,
creative talent and build and maintain the necessary bigher educarion g Jobs, by fepaifing &

. . . . campus buildings. T'he increase is
infrastructure to attract ventuve capital and vesearch dollars will create t &

offsct by a $30 million reduction in

the multiplier effects that grow and sustain industries in the new
fiscal years 2005 and 20006.

economy. These states will be the leaders in the competition for jobs and

- a1
income growth. Tuition Restraint. The Governor's

Lt. Governor’s Commission on Higher Education and Ecenomic fiscal year 2006 budger continues to

Growth, December, 2004 make a portion of a university’s
support contingent upon

minimizing tuition and fees.
Universities that increase tuition and fees to no more than 5 percent or $307, whichever is greater, will receive

tuition restraint incentive payments totaling over $87 million.

Student Financial Aid and Support. The Michigan Mcrit Award program is funded at $121 million in fiscal
year 20006, paying for awards to students graduating in 2004 and 2005. However, the Executive
Recommendation does not contain funding for the middle school bonus payment nor awards to students

attending college out-of-state, saving $13 million.

Beginning with the high school graduating class of 2007, the Governor proposes that the bar be raised and that
future awards be tied to student achicvement in the first two years of college or comparable non-campus based
training. Rather than defining meritorious achievement as the passage of a test, the new award will fund the gap
between federal aid and $4,000 and will be given to students who have successfully completed two years of
postsecendary education and either received a degree or certificate, or successfully transitioned to junior status in

a four-ycar public or private institution.

The fiscal ycar 2006 budget maintains funding for most student financial aid programs at fiscal year 2005 levels,
with support for the Tuition Incentive Program (TIP) increasing from $10 million to $12 million to reflect
increased participation by many students with the greatest financial need. After evaluating all of the state
education spending, the Governor recommends the elimination of funding for the tmition grant program, which
subsidizes attendance at private colleges. Currently, a disproportionate share of the state’s financial aid dollars
(33 percent) is supporting the relatively small number of scudents atrending private colleges. The Governor
believes that taxpayer dollars should not be spent for scholarship programs that are not accessible to students
attending Michigan’s public colleges and universities. Even after eliminating this program, funding for student

financial aid programs totals over $1835 million.

The Martin Luther King-Cesar Chavez-Rosa Parks program, intended to increase minority participation in
higher education, has been restrucrured inte a competitive grant program to better focus on results. This $5.1

million restructured program will continue to encourage under-represented minority students to attend and

EbucanoN
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complete college. Universities and colleges will have flexibility to select research-based models that will work

best on their campuses. However, a college or university will be required to match state funds, and the

program participants will be tracked over the course of their collegiate careers to evaluate the results of

the spending.

Another program focused at reraining students in college is the community college At-Risk Student Success

Program. l-"unding for this program has been maintained at $3.3 million, but the fiscal year 2006 budgcr

rcfocuscs the funds on students who arc academically at-risk of dropping out.

Improve Access to Lifelong Learning O

ortunites for all Citizens

eyond returning to a university or community college, there are many opportunities in Michigan for lifelon
Beyond ret ¥ ty college, ! tunit Micl for litel

learning. Aid to local libraries is maintained at $19.4 million in the fiscal year 2006 budget, providing support to

678 libraries, branches and bookmobiles. In fiscal year
2003, librarics scrved almost 10 million patrons. In
addition to books, our libraries provide computers for
public use, specialized services for the blind and physically
handicapped, and special resource materials and

unique collections.

Over $39 million of federal and state funding supports adult
basic education, English as a Second Language, GED
training, and high school completion programs
administered locally by school districts and local workforce
development boards. More than 80,000 students arc
enrolled in Michigan Adult Education programs each year.

The Department of Natural Resources provides
opportunities for Michigan’s citizens to learn about the
world around them through public cducation on wildlife
and natural resources ar parks, boating access visitor services,
interpretation programs, and outdoor natural resource
education program for schools. Approximately $11.2
million is in the fiscal year 2006 budget to support

these efforts.

@ Expenses Eliminated

Book Distribution Centers
Totaf $327,500; $327,500 general fund

Library Digitalization Pilot Project
Total $965,000; $965,000 general fund

Michigan Virtual University
Total §1 milfion; $1 million general fund

Michigan Merit Award for Students Attending
out-of state (54 million) and Middle School
Awards (39 million}

Totaf §13 miffion; 80 general fund

Tuition Grant Program

Total $61.8 million; $61.8 miltion general fund
CMU National Charter Institute

Total $500,000; $500,000 general fund
Midwestern Higher Education Compact Dues
Total $90,000; $90,000 general fund

Freedom to Learn

Total $21.0 miffion; $3.7 mifiion state schoof
aid fund

National Board Certification Grants:
Total $100,000; $0 general fund

Indicators of Success

= Improved student test scores

»  Reduced gaps in student achievement

= Increased participation in rigorous high school curriculum
* Increased number of high school students entering college

»  Reduced college dropout rates

= Increased number of college degreesicredentials

Plan for Jobs Today and jobs Tomorrow

EDUCATION

B-7






ECONOMY

Goal: Sustain and Create Business
Investment and Jobs in Michigan

Michigan’s economic engine is fueled by strong business and entrepreneurial investment, the existence of a
ready, skilled and dedicated workforce, and effective infrastructure and mobility systems that support and
promote commerce. Governor Granholm is targeting resources to cach of these arcas to sustain and create
business investment and jobs in Michigan now and in the furure. The Governor’s Jobs Today and Jobs
Tomorrow economic plan focuses on short-term stimulus and long-rerm diversification, growth and

revitalization strategies to lead Michigan forward in the 21st century.

The cconomy work group developed six strategics dedicated to the goal of sustaining and crcating business
investment and jobs in Michigan, and ranked acrivities in a manner consistent with the Governor's Jobs Today
and Jobs Tomorrow plan and overall economic development priorities. Programs integral to this goal encompass
97 activities in nine agencies. 'The Governor’s Fxecutive Budget Recommendation for economy programs totals
$5.02 billion gross, $89.8 million general fund, representing 12.2 percent of the total recommended budget for
fiscal year 20006.

Growing Michigan’s Economy For The Future Economy Spending Plan
The Governor's Executive Recommendation provides
$770 million for progr: 1o Tob creat Make High- Provide More Grow Core
million for programs supporting job creation, speed  Job Training - Communities
retention of existing businesses and the attraction of new Internet -~ 10% 4%
business investment. This includes the preservation of Ava1u‘|;1b|e
=}
core programs focused on economic development, Retrain/
community development and the promotion of Strengthen |
Ce . . .- Existing Job - mprove
Michigan’s tourism, historic and cultural resources. ‘To Base Roads,
L. . e - . . 9 s _Bridges and
fucl Michigan’s future, the Governor is also proposing a % Increase Non- " Highway
bold initiative to enhance Michigan’s competitive edge on auto Jobs Safety
4% 72%

the research and development frontiers.

Total: $5.02 Blllilon

Strategies to Achieve Goal
= Retain and strengthen Michigan's existing manufacturing, agriculture and tourism base by creating new jobs.

= Ingcrease the number of non-auto related jobs in Michigan.
*  Provide more job training to Michigan workers focused on career opportunities of the future,
= Continue to grow Michigan's core communities as diverse, safe and healthy talent centers.

= Use the power of technology to link every community to economic opportunity by making high-speed Internet available to
all Michigan househelds and businesses.

= Keep Michigan's people and commerce moving by improving our roads and bridges and by increasing highway safety.

LOCONOMY
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21st Century Jobs Initiative: $2 Billion to Build the Furure for All.  Governor Granholm recommends
Michigan lcad the way in the pursuit of new cconomic scctors involving the life scicnces; advanced automotive
manufacturing, materials and alternative energy; and homeland security and defense. Investments in these
industries have significant potential to diversify Michigan’s economic base and provide jobs now and in the
future. If Michigan is not aggressive in its pursuit of these new products and technologies, other states will
capitalize on our missed opportunity. To this end, the Governor recommends $2 billion in general obligation
bonds be issued over the next ten years to support emerging research and development in these exciting new
fields. The bond issue will require two-thirds support of the Legislature and approval of a statewide ballot
proposal by the voters in November, When authorized, $200 million will be available annually to support the
development and commercialization of new business and rescarch opportunirics, replacing $30 million currently
appropriated for the Technology Tri-Corridor. It is anticipated the synergy created by the 21st Century Jobs
Initiative will provide Michigan’s citizens with 72,000 good paying jobs over the next 10 years.

Marshalling Resources to Create Jobs Today

Governor Granholm alse recommends an expansive fobs Today Initiative that will invest nearly $800 million in
statc bonds for infrastructure projects over the next three years, that will help to put wages back into workers
pocketbooks, spur economic activity across the state, and make Michigan a betrer place to live and start a
business. With the support of the Legislature, the Governor recommends that a portion of these construction
projects be accelerated to the current fiscal year to put workers on the jobsite without delay. Significant

investments arc targeted in the following arcas:

*  School Renovation & Small High School incentives
é Funding Priorities

will be provided for local school districts through the

— : - : School Bond Loan Fund to encourage
»  Maintain Funding for Job Creation Services and

Economic Development
$675.7 miflion total; §48 miflion state general fund

improvements to aging school facilities and the
construction of small high schools to bolster student

*  Maintain Funding for Workforce Development achievement.

Programs that Train for Jobs Now and in

the Future
$229.6 miffion total; §9.2 milfion state general fund

Maintain Funding for Regulatory Programs that
Support Competitive and Fair Business Practices
and Protect the Safety of the Public

and Consumers

$153.4 milfion total; $41,100 state general fund

Maintain Funding for Programs that Serve the
Unemployed, the Disabled and Those Receiving
Cash Assistance Benefits

$354.4 miffion total; $32.6 milfion state general fund

Maintain Funding for State and Local Read and
Bridge Repair and Maintenance
$2.6 billion total; $0 state generaf fund

Increase Funding for Public Transportation
$248 mittion total; 80 state general fund

LCONOMY
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" Higher Education Renovation and Maintenance

projects will preserve and enhance the useful life of

core academic buildings and facilities.

Downtown Infrastructure Expansion projects will
enhance areas surrounding downrowns through the
development of recreational, housing and
commercial facilities that make these cities desirable

placcs to live, work, and play.

Envirenmental Clean-up and Brownfield
Redevelopment projects that are critical for economic
development and revitalization of core communities

will be expanded.
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*  Low and Moderate Income Housing projects will address the needs for decent, safe and affordable
housing for Michigan familics.

*  Transportation Infrastructure projects will improve Michigan’s roads and bridges to keep people and
goods moving efficiently.

»  State Infrastructure Reinvestient projects will fund the renovation and special maintenance of state-

owned facilities.

Developing the Workforce of Tomorrow

Over $489.8 million is recommended to support employment and training services including adult and
vocational cducation, welfare-to-work, payments to local workforce development boards, and specialized carcer
and technical education assistance. Berween now and 2012,

it is expected Michigan will have a shorrage of 300,000

workers with the skills needed to fill jobs in the building Q New Initiatives

trades, nursing, and health care ficlds. Over 100,000 of these
= 21t Century Jobs Initiative to Diversify and

Grow the Economy
$200 million total; $0 state general fund

vacancies exist today. Michigan must revolutionize job
training by raising expectations for all to attain college degrees,

and by equipping workers with the skills needed in this new - Jobs Today Initiative Accelerated

cconomy. Infrastructure Projects to Put Michigan to
Work Now
" Michigan Opportunity Parternship, created to fast- $716 million lotal: $0 state general fund
track jobs in the health care industry, holds great =  Fast Tracking to Jobs of the Future in the
promise as the population ages and the demand for Health Care Industry
health care services continucs to grow. Chronic and $10 mitlion total; $0 state general fund
significant shortages exist in a number of health care = Expansion of MiTAPS Online

Permitting System
$150,000 total; $0 state general fund
* |ncrease Funding for Local Law Enforcement
and Fire Protection Grants
$9.9 miflfon total; 80 state general fund

professions creating career opportunities for those
displaced from manufacturing or service occupations.
Governor Granholm recommends $10 million in
Medicaid disproportionate share payments in the

current year and 2006 be made available to hospitals «  Emerald Ash Borer Eradication and Tree

that enter into a cooperative agreement with a public Removal on State Trunkline Right-of-Ways
university or a community college to expand health §1 million total; §0 state general fund

care training opportunities in fields such as nursing,

pharmacy, emergency medical technician, laboratory and imaging technology, physical therapy, and
other critical health care professions experiencing a shortage of skilled workers. T'hese unique
partncrships will enable unemploved and displaced workers to enter aceelerated degree programs and
artain the skills necessary to successtully transition into health-related occupations.

" Regional Skills Alliances help job seckers ger the skills necessary to fill jobs in cheir local communicy.
The thirteen Regional Skills Alliances are enhanced with an additional $2.2 million in federal funds in
fiscal year 2006. The Alliances are locally managed partnerships formed to address workforce issues
affecting firms such as worker shortages, skill shortages, and training mismatches specific to local
communites. The Alliances will play a major role chrough their employer and educational partners in

LoONOMY
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identifying job vacancies and assisting in the design and delivery of training for dislocated and

uncmploved workers to fill thesc jobs.

Ensuring Safe and Competitive Business Practices

Over $153.4 million is included in the Executive Recommendation to support business, occupational, financial,

insurance, and safety regulation programs to ensure entities operate in a competitive, fair, and safe manner. The

Governor’s recommendation includes $596,000 for new efforts to combat predatory mortgage lcnd.ing practices,

: 89 Spending Reductions

Reduce Administrative Costs Associated with
Job Creation, Regulatory, and Workforce
Development Programs

(51.5 million total; $603,400 state general fund)

Reduce Administrative Costs Associated with
Employment and Training Support Services in
the Family Independence Agency

(8850,000 total; 80 state general fund)}

Reduce Administrative Costs Associated with
Economic Development Job Training Grants
{8250,000 total; $250,000 state general fund)

Reduce Administrative Costs Associated with
Historic and Cultural Programs
(8406,700 fotal: $406,700 state general fund)

Reduce Administrative Costs Associated with
Transportation Programs
(54.9 miflion total; 80 state general fund)

and $426,500 to addrcss permit processing and inspection

backlogs relating to commercial services functions such as

elevator and boiler inspections. A fee increase is proposed to

cover on-going costs associated with fire inspections and plan

reviews, and a new fee 1s also recommended to cover the costs

associated with privarely-owned cervidae farm licensing

and inspection.

Michigan Timely Application & Permit Service
(MiTAPS) is reducing red tape for businesses secking
permits by offering a onc-stop permitting shop with
thirty-five permits now available on-line, 24 hours a
day, seven days a week. MITAPS has already
successfully reduced the processing time for many
cnvironmental permits. The Governor’s budget adds
$150,000 in restricted funds for the continued
expansion of this initiative to other types of permits.
When complete, Mi'T'APS will have 150 permits
available on-line.

Ligquor License Fees for retail cstablishments have not been inercased since 1976 for most license types.

Governor Granholm proposes to increase liquor license fees and use these fees to support regulatory

activities of the Liquor Control Commission. By shifting Liquor Control Commission costs to these

license fees, the state general fund will save $13.1 million. In additien, the Governor recommends that

$6.2 million be uscd to increase grants for local law enforcement agencics, more than doubling the

current amount available for the local enforcement of liquor laws. The Governor’s proposal also

effectively doubles local fire protection grants, with an increase of $3.7 million from the Liquor Purchase

Revolving Fund.

Low-Income Housing and Energy Assistance Grants provided by the Michigan State Housing
Development Auchority (MSHDA) and the Public Service Commission (PSC) will increase $25 million

in fiscal year 2006. MSHDA payments on behalf of tenants for low-income housing are increased by

£10 million, and PSC energy assistance grants to provide shut-off protection for low-income customers

arc increased by $15 million.

LCONOMY
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Infrastructure Suppert and Mobility Programs

Over $3.4 billion is recommended for state road and bridge preservation and maintenance, local road and bridge
program grants, airport infrastructurc improvements, and public transportation programs. The cffective and
efficient movement of people and goods is critical to Michigan’s economy. The continued investment in
infrastructure projects is necessary to keep pace with the accelerated demands of modern commerce and the way

in which we live our lives,

*  Local Road and Bridge Funding will incrcasc by $17.1 million in fiscal year 2006, from Michigan
Transportation Fund revenues distributed through the Public Act 51 formula. In addition, the Local
Bridge FFund is increased by $12.7 million to a total of $31.1 million reflecting full implementation of
the Governor’s commitment to “split the penny” through the re-direction to local bridge repairs of one-

half of onc cent of the state gasoline tax previously dedicated to state trunkline bridge repairs.

*  State Highway Maintenance is increased by $3.3 million to reflect the over 90 miles of trunkline roads
added to the stare system and to provide for inflationary increases in the cost of maintenance materials
including road salt, hot/cold patch, gravel, erc. In addition, $1 million is recommended for Emerald

Ash Borer eradication efforts in state trunkline

right-of-way arcas to support the development of “ .. Granbolm has said the right things about

a risk assessment plan, as well as the removal of maintaining a balanced transportation system.

dead or dying trees that may pose a safety hazard Mass transit reduces road wear, improves air

to the motoring public. quality, and provides a vital sevvice to employers,

s Public Transportation Funding is increased by workers, seniors and people with disabilities.”
$12.4 million in fiscal year 2006. The additional Ty Detroic Free Press, January 28, 2005
funding is targered to providing match for

federal transit capital grants ($10.8 million), and

local bus eperating assistance grants ($1.6
million). Governor Granholm has consistently supported public transportation and considers it a
priority to maintain operating assistance grants for local transic agencies.

LoeoNOMY
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Program and Administrative Savings

"The Governor’s budget focuses on protecting core program priorities, while making targeted reductions and
identifying administrative cfficiencics in scveral program arcas. Recommended reductions include the following;
$11.1 million in revenues re-directed from the Comprehensive Transportation Fund to the general fund; and
$7.9 million in direcr administrative reductions and efficiencies. Given the priority of programs related to the
goal of economic improvement and the impact they have on Michigan’s future, no programs are recommended
for climination.

Indicators of Success

= More jobs created and retained in Michigan

»  More business start-ups and new capital investment in Michigan
= Increased personal income lavels for Michigan citizens

= Increased numbers of highly trained and skilled workers

*  Increased tourism in Michigan

= Better roads and highways

LECONOMY
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HEALTH AND HUMAN SERVICES
Goal: Make Michigan’s People

Healthier and Our Families Stronger

he Governor strongly believes that quality of life is important to the economic strength of Michigan. For

Michigan to be a great place to live and work, we must improve the health of our citizens and strengthen
our families. Cash assistance, social services, and medical services are provided to low-income families, children
and individuals to prescrve and strengthen Michigan’s social safety net. Public health programs and prevention
services are available statewide to encourage and support healthy behavior and positive health outcomes. These
services and programs are important indicarors of the Governor’s commitment to the well being of all Michigan

residents.

"T'he Fxecutive Budget for fiscal year 2006 proposes Health and Human Services spending of $14.5 billion of

which $3.9 billion is general fund. 140 activitics in 10 departments support this goal.

Health and Human Services
Spending Plan

Health and Human Services Initiatives

Medicaid Reform. Increases in caseloads and costs Service Patient

have pushed Michigan’s Medicaid expenses to record Prevention D; I;\;zry Safety

levels. There are 1.4 million people receiving medical P:;’;";’;e 5% 0.-8%
coverage under Medicaid. Medicaid costs for fiscal 1 5% Insured

year 2005 are expected to reach $6.1 billion. To Children

3.4%

address this issue, the Governor is proposing a

. . . Children
Medicaid Reform Plan that will save money, while in Care
maintaining basic medical coverage for all current 5.6%
recipients. First-year savings are budgeted ar $78

il Reduce .

million. Poverty Provide

Health Care
62.8%

18.8%

Total: $14.5 Billion

Strategies to Achieve Goal

» Increase the number of insured children and preserve existing health coverage for adults.

*  Provide medical, mental health, substance abuse and long-term care services to low-income children, families, the elderly,
veterans and the disabled.

»  Reduce the number of children living in poverty.
= Reduce the number of children in the child welfare system.

*  Prolong life and protect the public health by promoting the State Surgeon General's “Prescription for a Healthier Michigan” to
reduce obesity and prevent teen smoking.

»  Ensure that Michigan's vulnerable citizens have access to prevention and early intervention services.

» |mprove the delivery of health and human services by lowering overall costs, improving technology and streamlining the way
work gets done.

= Improve Michigan's patient safety and health care by increasing the number of health care providers engaged in quality
improvement programs.

HeALTH ANT? HUMAN SERVICES
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Coemponents of this plan are:

A freeze on Medicaid enrollment for 19 and 20 year old young adults. Those currently on the program

will maintain their medical coverage until they reach age 21 or otherwisc lose

their eligibilicy.

Implementation of a limited benefit package for
19 and 20 year old young adults, and low-income
adults who arc caring for their own, or related,
children. This basic package includes outparient
services, inpatient hospiralization and
prescriptiens with the following limitations: 20
day annual limit on inpatient hospital days; a $10
co-pay on emergency room visits and a limit of
four prescriprions each month. There is no
coverage for hearing, speech, physical therapy,
occupational therapy, or

vision services.

Implementation of a Medicaid estate recovery
p 3
program that recoups taxpayer funds spent on

nursing home care from the patient’s estate.

Closure of loopholes in Medicaid eligibility for
long-term care to prohibit the sheltering of
financial assets that can be used to pay for the
patient’s care.

Implementation of a physician provider
asscssment to increase physician reimbursement
rates while saving $40 million in state funds.

Elimination of the current 3-menth retroactive
Medicaid eligibility period prior to the date

of application,

Implementation of a Medicaid Family Planning
Waiver that will help reduce unintended

é) Spending Priorities

Medicaid Medical Services for Over 1.4 Million
People Including Families, Children, the Elderly
and the Disabled

$6.9 bifffon total: §1.6 biffion state general fund

Mental Health Funding for State Institutions and
Community Services
$2.8 billion total; $1.1 biffion state general fund

Public Health Funding to Promote the Health and
Well-Being of Michigan Residents
$450 million fotal; $62 million state general fund

Funding for the Family Independence Program to
Provide Basic Cash Assistance to Low

Income Families

$394.3 miltion total; $168.5 miflion state general fund

State Disability Assistance Funding to Provide
Basic Cash Assistance to Over 10,000
Disabled Adults

$37.3 miftion total; $32.2 miltion state generaf fund

Funding to Support 11,400 Children Who Have
Been Placed in Qut-Of-Home Care Due to Abuse
or Neglect in their Own Homes

$214.0 miltion total; $86.6 miffion state general fund

Adoption Funding to Help Find Permanent,
Adoptive Homes for Children
$243.8 million totaf; $91.1 miflion state generaf fund

Funding to Improve Patient Safety and Ensure
Quality Health Care
$42.1 miffion total; $6.4 miflion state general fund

Food Assistance Funding
§1.2 bifffon total; §0 state general fund

pregnancies and infant mortaliry rates while saving $6.5 million on childbirth costs.

Implementation of a third-share plan to provide medical insurance for low-income working families who

are not eligible for Medicaid.

HEALTH AND HUMAN SERVICES
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Family Independence Agency Technology Improvement. Funding of $8.5 million is included in the Governor’s
budget for technology improvements in the Family Independence Agency. From 2000 to 2004, the FIA cascload
increased by 42 percent while the number of first-line eligibility workers decreased by 18 percent. Food stamp
errors were reduced to 7.3 percent in 2004 but must be reduced below 6 percent to avoid further federal financial
penalties. Audit exceptions related to eligibility have been found in cash assistance and energy programs.
Efficiencies from technology improvements will improve client services and reduce the need for additional
workers. The Executive Budget funds two projects:

" Caseworker Relief Project: Replaces obsolete and error-prone equipment including printers, telephone
systenis and document management equipment.

* Integrated Service Delivery Project: Re-engineers and integrates the ¢ligibility and case management
functions for both financial and social services programs (c.g., cash assistance, medical assistance and
child care).

Increase the Number of Insured Children and Preserve Existing Health Coverage for Adults

In this dght budget year, the Governor’s fiscal year 2006 priorities preserve medical coverage for children,

families and individual adults. This coverage includes outpatient services, inpatient services, and prescriptions.
*  Children are covered up to 200 percent of the poverty level with a full benefit package.
*  Adults are covered in the following categories with a full benefit package:

- Adults with children are
covered up to 50 percent of
the poverty level. “Medicaid is a vital link in the nation’s health care system,

providing not only health services Jor the poor but aflso for senior

. ” - " P . . - . .
- Pregnant women are covered citizens in nursing homes as well as some of their drug costs. The

up to 185 percent of the federal government must dp all it can to ensure these programs are
poverty level. nol shorichanged as the numbers needing the services mount,”

- Theclderly, blind and disabled ~ Midland Daily News, January 23, 2005
are covered up to 100 percent
of the

poverty level.

- Childless adults are covered up to 35 percent of the poverty level with a limited benefit package that
includes only outpaticnt services and prescriptions.

Medical coverage for children contributes to good health and good health habits as they prepare for and
progress through school. Coverage for adults functions as a work support as low-income families strive for

€CONOMIC security.

HeALTH ANT? HUMAN SERVICES
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Provide Health Services to Low-Income Children and Adults

"T'he fiscal year 2006 Executive Recommendation increases Medicaid, mental health and substance abuse funding
by $214.3 million gencral fund. This increasc covers cascload, utilization changes and inflation, and
demonstrates the Governor’s commitment to providing medical care ro Michigan’s low-income population.
This commitment is further demonstrated by ner state funding increases of $161.2 million to replace the loss of
special federal financing and $9.8 million to replace a decrease in federal marching funds. These losses of federal
support arc a significant contributor to the increase of $362.7 million in state funds in the Department of
Community Health budger for fiscal year 2006.

The state covers a range of medical

@ New Initiatives

services for 1.4 million Michigan

residents. Included arc outpaticnt and
Michigan's Medicaid Reform Plan Includes the Following Components:

=  Freeze Enrollment for 19 and 20 Year Old Young Adults
Savings of $5.0 million total; $2.2 milfion siate general fund

=  Limit Benefits for 19 and 20 Year Old Young Adults and Certain
Adult Caregivers

Savings of $6.4 million totaf: $2.8 million state general fund patient and in-patient mental healch
SCIvICes.

inpatient services; prescriptions; coverage
for children with special needs; long-term
care; substance abuse education,
prevention and treatment; and out-

= |mplement an Estate Recovery Program
Savings of $10.0 milfion total; $4.3 million state general fund

= (Close Loopholes in Eligibility for Long-Term Care Services
Savings of $18.4 million total; $8.0 million state general fund

=  |mplement a Physician Provider Assessment to Increase Physician

To support Michigan’s mental health and
substance abuse services, a Medicaid
mental health provider asscssment will be

Reimbursement Rates implemented. This provider assessment
$124.3 million fotal; Savings of $40.0 million state general fund will increase payment rates while saving
= Eliminate Retroactive Eligibility $35 million in state funds.
Savings of 528.3 milfion total; $12.3 million state generaf fund
=  Eliminate Coverage for Chiropractic Services For fiscal year 2006, Michigan is
Savings of $1.3 miffion total; $.6 miflion state general fund doubling the number of adolescent health
= Implement a Family Planning Waiver centers. Funding will increase from $3.7
Savings of $6.6 milffion total; $7.8 miflion state general fund million to $8.5 million, using School Aid
= Implement a Third Share Plan to Provide Medical Insurance for Low- funds as the state match for federal
Income Working Adults who are not Eligible for Medicaid Medicaid dollars. This funding more

$10.0 miffion total; 30 state general fund
Additional Initiatives Include:

= A Caseworker Relief Project and an Integrated Service Delivery Project
to Enhance Caseworker Productivity in the Family
Independence Agency
$8.5 mittion total; $4.3 milfion state general fund support.

= Medicaid Mental Health Rate Increase Financed with a
Provider Assessment i o
$123.8 million total; Savings of $35.0 miltion state general fund government has been aggressively limiting

than doubles the number of health centers
from 31 to 65. Services include health
care access while encouraging academic

achicvement and providing family

Special Financing. The federal

the ability of all statcs to leverage federal
funds. For Michigan, this has resulted in a significant cost shift to the state. In fiscal year 2006, the net loss of
federal funds related to Michigan’s special financing arrangements is over $161 million in state funds.

HEALTH AND HUMAN SERVICES
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Reduce the Number of Children Living in Poverty

Michigan’s social safety net for fiscal year 2006 has been preserved in the Governor’s Executive Budget. Sixteen
percent of Michigan familics with children have incomes at or below the poverty level and many of these familics
receive assistance from the state. The following programs provide financial support for low-income families and

single adults:

* ‘The Family Independence Program, funded at $394.3 million, provides basic cash assistance for 78,500

low-income familics.

* Federal funding of $1.2 billion provides food

assistance for 526,800 families.

fq’? Spending Reductions

= 4% Medicaid Provider Rate Reduction * Medicaid funding of $6.9 billion provides medical
$138.1 miftion total; $60.6 state general fund

=  Reduce Hospital Graduate Medical Education
Payments by 4% * Energy and weatherization assistance funding of
$6.8 miffion total: $3.0 miffion state general fund $135.1 million helps over 350,000 houscholds pay

= Children’s Special Health Care Services:
Eliminate Coverage for Adults Over Age 21 With

coverage for over 1.4 million people.

their home heating bills.

Other Health Insurance These financial support programs work in concert with the

$4.6 milfion total; $4.6 miflion state general fund
=  Children’s Special Health Care Services:

Increase Parent Pay Premiums

$0.0 miffion total; $1.8 miflion state general fund

welfare-to-work programs in the Department of Labor and
Economic Growth to assist low-income families prepare for,
and obtain, cmployment. Child day carc is also an

- State Support for Primary Care, Rural Health important work support for low-income families while they

Care, and Michigan Essential Health Care are employed or participate in education
Provider Program or training,
$0.6 miffion totaf: $1.2 miflion state general fund
= Funding to Friends of the Court School-based Family Resource Centers are an additional
$5.6 miflion total: $5.6 million state general fund componcnt of this strategy. Located in high nced
»  Foster Care Caseload Reductions elemencary and middle schools, they are staffed by
$12.8 million total; 5.0 miltion state general fund caseworkers and help at-risk families obtain services such as
»  Administrative Savings in FIA and DCH cash assistance, food assistance, Medicaid, child care, and

$8.6 mitlion total; $6.3 million state general fund social services. Therc arc currently 39 centers that bring

= Reduce Juvenile Justice Facility Costs direcrt service delivery inro low-
$7.9 milfion total: $3.8 million state general fund .

income neighborhoods.

Reduce the Number of Children in the Child Welfare System

Providing a safe and stable home for children is a high prierity for the Gevernor. There are over 19,000 children
in Michigan’s foster carc program. Thesc children and their familics arc the focus of a range of scrvices designed
to protect children in their own homes and in out-of-home care. The foster care program, funded ac $214
million, provides basic care and supervision until children are returned home or adopred. When children must
be removed from their own homes, the adoption program and the adeption subsidy program assist in placing
children in adoptive homes and in supporting thosc who arc adopted. The Exceutive Budget funds the adoption
subsidy program at $230 million for fiscal year 2006. This subsidy is available for adopted children until they
turn 18.

HeALTH ANT? HUMAN SERVICES
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The Governor also recommends a full complement of community-based services for families and children. These
scrvices, funded at $75.5 million, arc designed to strengthen familics and prevent child abusc
and neglect.

Prolong Life and Protect the Public Health

Prevention programs that encourage and promote good public health habits continue to be high priorities. The

fiscal year 2006 budget includes $29.4 million for prevention programs. "T'hese programs build on the Michigan

Surgcon General’s recommendations with a focus on

reducing obesity and preventing smoking. Available Expenses Eliminated
throughour the state, prevention programs include disease

prevention, smoking cessation/prevention, arthritis = State Support for Local Public Health
management, hearing screening, fllmily planning, Department Vision and Hearing Screening
immunization registry, cardiovascular healch, infant $5.2 mitlion tolal; $5.2 million state general fund
mortality, physical fitness, and maternal/child health. = Eliminate Elder Prescription Insurance
Michigan’s success with prevention programs will improve Coverage Effective January 1, 2006 when

Medicare Prescription Drug Coverage Begins

the health of individual citizens and reduce state costs §13.5 milion total: $13.5 million state general fund

associated with healch care for chronic diseases. L
= State support for Senior Citizen Centers

Staffing and Equipment
$1.1 million fotal; $1.1 million state general fund

=  Special Programs Funded by the Temporary
Assistance for Needy Families Block Grant
$3.0 mitlion total; $3.0 miflion state general fund

Health indicarors show that Michigan had both successes
and challenges in achieving public health and prevention
outcomes from 2000 to 2003.

*  l'een birth rates per 1,000 females dropped from

41.5 to 34.4. = Aquifer Protection and Dispute

Resolution Program
$650.000 total; $200.000 state general fund

= Food Safety Public Information and Outreach
$150,000 total; $90,000 state general fund

" Coronary heart disease death rare per 100,000
people declined from 213.7 to 183.1.

»  Cigarette usage among adults increased from 24 =  Migrant Laber Housing Grants
. - ‘ $250,000 total; $250,000 million state
percent to 23,8 percent.
general fund
*  Cigarette usage among youth declined from 25.7 =  Michigan Housing and Community

Development Fund

reent (2001) to 22.5 percent.
percent ( ) t0 22.5 percen $2.0 mitlion total; $0 state generaf fund

" Obesity was relatively constant at 22.5 percent to
22.8 percent.

» Infant mortality per 1,000 live births increased from 8.2 to 8.5.

Ensuring continued safety at each step of the food chain through enforcement of Michigan's strict food and dairy
laws continues to be a priority of the Governor and the Department of Agriculture. Working in partnership with
federal and local agencics, the state strives to ensure overall food safety via continued implementation of its “farm
to fork™ approach to securiry at every stage of food production. The fiscal year 2006 recommended level of
support is $30.6 million gross; $12.9 million general fund for various food safety efforts.

HEALTH AND HUMAN SERVICES
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Ensure That Citizens Have Access to Prevention and Early Intervention Services

This strategy focuscs on programs that protect vulnerable citizens from cxploitation and abusc, help maintain
them in the community and assist them in becoming economically and socially independent. Programs and
services funded under this strategy for fiscal year 2006 include:

* Local programs funded through the Community Services Block Grant for $27.4 million that support
cmployment, cducation, moncy management, housing and other scrvices to encourage
self-sufficiency.

" Adult Protective Services to protect vulnerable adults and help them live and function independently.
* Funding of $17.2 million for domestic violence and rape prevention services.

ing programs funded ar $94 million that support a range of senior programs including nutrition,
. g prog funded ar $94 million that supp ge of prog luding nutrit

health education, and employment assistance.

* Home and community based waiver programs that provide a community in-home alternative to nursing

home care.

* Funding of $190 million for the Home Help program that supports independent living for those who

are aged, blind or disabled.

Improve the Delivery of Health and Human Services

Administrative and organization efficiencies are an important part of the Governor’s emphasis on providing more

and better services with a wise investment of limited state resources,
Funding under this strategy includes:
* $1.7 million for the Certificate of Need process to expand or renovatce health facilitics.
*  $35.5 million for local health departments to implement and carry out critical public health services.

*  Administrative savings of $8.6 million in the Family Independence Agency and the Department of
Community Health. These savings support the administration’s priority of focusing resources on client

services.

HEALTIT AND HUMAN SERVICTS
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Improve Patient Safety and Health Care

Quality improvement activitics will help achieve better health outcomes for Michigan’s Mcdicaid population and

reduce the cost of care. For fiscal year 2006, the Governor’s budget recommends:

»  $25.7 million for assessment and evaluation of long-term care facilities to ensure compliance with state
law and licensing rules. "T'his activity licenses psychiatric hospitals, substance abuse programs and other

facilitics.

*  $16.4 million for licensing and registration of 33 health professions. This activity cnsures compliance,

investigates complaints and reviews cases of medical malpractice.

Indicators of Success

= Fewer children living in poverty

= Fewer children placed in out-of-home care

» Increased percentage of children with health coverage
= Reduced cigarette usage among youth and adults

»  |mproved health indicators for Michigan residents

= | ower infant mortality rates

»  |mproved access to quality health care

HEALTH AND HUMAN SERVICES
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Communities Safer

HOMETOWN SECURITY
Goal: Protect our Citizens and Make Michigan’s

I ) rotection of Michigan's residents is a top priority and a core funcrion of state governmenr. Homerown

security requires a balanced spectrum of state activities from street-level public safety programs ar the

Department of State Police, to military preparedness of the Michigan National Guard, te the incarceration of the

statc's most dangerous felons. The Governor’s proposcd budget for fiscal year 2006 recommends total funding

of $2.92 billion, of which $2.22 billion is general fund, to protect our citizens and make Michigan communities

safer. There are over 92 activities, in 12 departments, that supporrt this goal.

Reducing Crime In Michigan

Crime reduction is a key strategy to protect the people of
Michigan. State troopers provide front-line assistance to
protect the public. I'roopers are assigned to sixty posts
spread throughout the state and provide around-the-clock
general law enforcement services in criminal and craffic
related situations. The Governor's fiscal year 2006 budger
includes $121.2 million to support 1,085 state troopers

currently providing services to Michigan residents.

A good crime reduction strategy must also include strong
forensic science rools and healthy criminal investigation
assets as well. Governor Granholm's budget includes

continued investment of $28.6 million in the Michigan

Hometown Security Spending Plan

Court
Improve Operations o _ Flec_iur_;e
Overall 9% -~ Crime
o 4 17%
Public ™.
Safety 7
1%
/
Improve ¢
Homeland / operate
Security Sofo &
1% Secure
Frisons

Total: $2.92 Billion 53%

Statc Policc's forensic science program. Scrvices arc provided to all criminal justice agencics in the state for drug

analysis, fingerprints, explosives, crime scene investigations, and DNA analysis. DNA analysis provides an

increasing number of success stories every year as more cases are solved and offenders are arrested before they can

commit additional crimes.

Strategies to Achieve Goal

»  Reduce crime in Michigan.

upgrading Michigan’s criminal justice information systems.

= Protect Michigan’s citizens and communities by operating safe and secure prisons.

*  Improve homeland security by integrating resources from the State Police, local law enforcement, the Army/Air National Guard,
and other agencies to ensure an effective and coordinated response to threats.

= Improve overall public safety by reducing serious traffic accidents; improving parclee supervision in the community; and

Plan for Jobs Today and jobs Tomorrow

HOMETOWN SECURITY
B-23



Fire investigation is currently a specialized activity within the Department of State Police. The Governor

proposcs to climinatc this specialty and instead train general criminal investigators to perform the function.

This change will save $3.4 million, while continuing to provide needed fire investigation support services to local

law enforcement agencies.

Crime reduction is not just front line troopers, forensics, and
criminal investigations. Academic and vocational education
for prisoncrs, as well as substance abusc treatment, arc key
activities that help prevent crime by assisting parolees in
making a successful transition back into the communiry. The
Governor's budget includes funding of $41.1 million for
cducational programs and $19.7 million for substance abusc
testing and treatment. Over half of the offenders thar enter
the prison system do so without a G.E.I). or high school
diploma. Ninety percent of all state inmates will eventually be
rcturned to the community. By providing academic and
vocational training, the srate invests in the successful
reintegration of offenders in the community to prevent them
from coming back to prison. National studies indicate that
the recidivism rate for prisoners who complete academic and
vocational programs is 19 percent lower than those without
such programs. Studies of recidivism related to the
completion of substance abuse treatment programs in prison
provide similar findings. The Governor's budget maintains
these wise investments in crime reduction thart help prevent

costly returns to prison.

QOperating Safe and Secure Prisons

é) Spending Priorities

Fund 1,085 State Troopers
$121.2 mitlion total; §74.5 miffion generaf fund

Increase Homeland Security Funding Levels
$60.0 miltion total, $0 general fund

Maintain 50,949 Prison Beds to Incarcerate the
State's Most Dangerous Felons

$1.56 billion total; $1.55 bittion general fund
Supervise Criminal Offenders in the
Community

$104.7 milfion total, $86.7 million general fund
Invest in Prisoner Educational Programs to
Reduce Recidivism

$41.1 miltion total, $35.8 million general fund
Maintain State Police Forensic Science
Operations to Help Solve Crimes

$28.6 miltion total, $20.0 milfion general fund
Maintain Military Preparedness

$36.4 miltion total, $9.9 million generaf fund

Protecting Michigan's citizens and communities requires a balance of investments to achieve optimal results.

Funding to opcratc prisons must be maintained to protect against hardencd criminals. At the same time, it is

wise to invest in other less costly sanctions and treatments to reform those offenders thar can be safely returned o

the community. Since 1980, the number of prison inmates in Michigan has tripled. The federal Bureau of

Prison Population Has Decreased Slightly
After Many Years of Growth

55,000 49,459 48,887 48,557
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1990 1992 1994 1996 1998 2000 2002 2003 2004
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Justice Statistics reported that in 2003,
Michigan had the 11th highcst prison
incarceration rate in the country. The state
has made good progress in the last two
years in reversing this costly trend. In
2003, the state cxperieneed a net reduction
of 570 inmates. In 2004, a ner reduction
of 330 inmates was achieved. As of January
1, 2005, the state's prison population was
just over 48,500,
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Governor Granholm is committed to controlling prison growth and the fiscal year 2006 budget includes
additional investments to do so. Based on current incarceration rates, Michigan will need an additional 1,000
beds in fiscal year 2006 resulting in the need to re-open two mothballed facilities, at a cost of $26 million.
Absent action to address the burgeoning prison population, the state will be forced to re-open the Michigan
Reformatory and a housing unit at Macomb Correctional Facility. "The Governor proposes a comprehensive
scrics of actions which will abate the need to re-open these beds, and also allow for the closure of 300 beds in
2006, Combined, these initiatives to control prison growth will reduce the need for 2,000 beds over the next
three years without jeopardizing public safety. The initiatives include:

* Revisions to Sentencing Guidelines. The Governor proposes revisions to current sentencing guidelines
to safely adjust minimum sentence ranges. T'he revisions will not include changes to the state’s 'I'ruth-In-
Sentencing laws and will not diminish public safcty. A statutory cffective date of September 2005 is
needed to abate the need for 500 new prison beds in

2006 and a total of 1,200 beds over the next three

Q New Initiatives

vears. A $3 million investment in additional

community corrccrions grants to local unirs of . .
y & = |nitiatives to Control Prison Growth

government is recommended to offset any local Saving $26.2 milion general fund
effect of the sentencing guideline changes.

*  Jail Capacity Expansions. T'he criminal justice system is a collaborative effort between the state and local
government. Understanding that local jails arc in need of additional resources to address local bed space
needs, the Governor's budget includes a $4 million investment to expand local jail capacity. This
funding will support additional community residential services, mental health jail diversionary services,

increased prc—tria.l services, and the expansion, renovation, or construction of additional jail beds.

*  Re-Entry Pilot Sites. I'he Department of Corrections will establish several offender re-entry pilot sites
throughout the state and provide $3 million for parolce housing grants, and employment, substance
abuse, mental health, and transportation services for parolees. The goals of the program are to improve
parolee success rates to avoid the need for an additional 500 prison beds during fiscal year 2006,

*  Mentally Ill Offender Re-Entry Demonstration Project. A $3 million demonstration project for
community residential transitional housing for mentally ill offenders will be utilized to improve the
success rate for 300 carcfully sclected potential parolecs. Currently, parolees with mental illness fail at
parole more quickly than average. This initiacive will utilize a highly structured case management
approach to address vital re-entry issues to help insure successful transition back into the community.

Improving Homeland Security

"The Governor's budget includes an increase of $60.0 million in federal Homeland Security funding, bringing
total funding to $126.2 million, most of which will be dirccted to local first responders, who arc a vital
component of our state's domestic preparedness straregy.

The Department of Military and Veterans Affairs also plays a key role in the protection of our communities.
Over $36 million is included in the Governor's fiscal year 2006 budger for military preparedness activities. Iive

major training sites and numerous support facilities are maintained by the Michigan Army and Air National

HOMETOWN SECURITY
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Guard. In this time of war, the Governor is committed to maintaining peak readiness to respend
to threats.

Improving Public Safety

A wide range of activities support the state's strategy o improve overall public safety. The Department of State
Police’s criminal justice information center provides accurate and timely information to the state's criminal

justice community. T'he Law Enforcement Information Network (LEIN) provides instant access to vital

information for law cnforcement officers while conducting

T;J‘&J Spending Reductions rraffic stops. The state’s Automated Fingerprint
“ Identification System (ATIS) speeds rerrieval of critical
= Consolidate Fire Investigation Functions at records and aids in solving crimes. "The Sex Offender

State Police

o » Registry provides information to the public to help improve
$3.4 miflion total; $3.4 million general fund

community safety.
*  Reduce Administrative and Mid-Management

Staffing at State Police
$3.1 miflion total: $3.1 million general fund
= State Police Deferred Retirement Qption Plan
{DROP) Savings
$1.5 mifion total: $1.5 miflion general fund
= Move Prisoners from Michigan Youth

The Department of Corrections also plays a large role in
improving overall public safety through the supervision of
offenders in the community. During fiscal year 2006, the
department cxpects to supervise 18,000 parolees and 57,000
felony probationers in the communiry. Parole and probation

Correctional Facility to Other Facilities officers moniror offender behavior, make home visits, enforce
$18.8 miflion total; $18.8 million general fund parole board and court orders, and verify offender

*  Adjust Security Levels At Select Correctional cmployment. Thesc staff arc an integral resource in
Facilities maintaining and improving public safety. The Governor’s

§2.9 million total; $2.9 million general fund budget includes $105 million to fund these vital services.

Program and Administrative Savings

A number of program and administrative savings measures are included in the Governor's fiscal year 2006
budget. At the Department of State Police, $3.1 million in savings have been identified through the climination
of non-critical staff vacancies throughour the organization. These reductions will be accomplished without
reducing the number of troopers on the roads. The deparrment will also close and consolidate three state police

posts to generate over $1 in savings.

"The Deferred Retirement Option Plan (DROP) will provide an additional $1.5 million in savings in fiscal year
2006. This program, started in 2004, allows troopers and command officers who have reached retirement age to
delay their retirement for up ro five years.

The Department of Military and Veterans Affairs has identified six armories for closure that will generate
$300,000 in administrative savings. Functions for these facilities will be consolidared at other armories.

Successes in the Department of Correction's Five Year Plan to Control Prison Growth will allow for a reduction
in prison beds during fiscal year 20035 and 2006, The contracts for lcasing and operating the 480-bed Youth
Correctional Facility in Baldwin will be cancelled in the summer of 2005, generating savings of $18.8 million in
fiscal year 2006. The company thar owns and manages the facility may continue to offer services to other

jurisdictions interested in lcasing prison beds. Camp T'uscola in Caro, Camp Sauble in Freesoil, and the Saginaw
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and Benton Harbor Corrections Centers will be closed,
gencrating $6.1 million in administrative savings. Prisoncrs
in affected facilities will be transferred into other correcrions
institutions. In an effort to achieve the most cost effective
use of bed space in the current year, one additional bunk
has been added to 6-bed dorm cubicles at several facilitics,
creating sufficient additional bed capacity to accommodare
the transfer of prisoners currently housed at the Youth
Ceorrectional Facility. A number of staffing consolidations
at the department will add another $1.8 million in

administrative savings in 2006.

@ Expenses Eliminated

Close Two Corrections Camps

$2.3 million total; $2.1 mittion general fund

Close Two Corrections Centers

$3.8 million total; $2.6 miltion general fund

Close Three State Police Posts

$1.1 miflion total; $1.1 million generaf fund

Close Correction's DeMarse Training Academy /

WMilize State Police Training Center as Needed
§1.0 million total; $1.0 miltion general fund

Close Six Armories
$300,000 total; $300,000 general fund

Indicators of Success

= Reduction in traffic deaths and serious injuries

=  Reduction in serious crime

= Fewer parolees returmned to prisen because they commit additional crimes

= Improved state and local preparation to deter and respond to disasters or terrorist acts

=  More crimes solved and offenders arrested

= More offenders successfully treated in community settings

HOMETOWN SECURITY
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?, ENVIRONMENT

;L: Goal: Enhance the Quality of Michigan’s

‘4 Natural Environment

Govcmor Granholm is committed to the conscrvation, protection, management, usc, and cnjoyment of the
state’s natural resources for current and furure generations. Michigan has 11,000 inland lakes, 36,000
miles of rivers and streams, and 3,000 miles of freshwarer shoreline. Numerous park and recreation areas enable
Michigan’s citizens and visitors to enjoy outdoor recreation in a fun and safe environment on public lands and
watcrs while benefiting the state cconomy. Michigan lands alse yicld several agricultural products which rank #1
nationally in the stare’s second largest industry — agriculeure production.

Lfforts to enhance the quality of Michigan's natural environment encompass 195 activities in 6 departments.
"The Governor’s proposed budgct for fiscal year 2006 recommends total environmental funding of $680 million,
of which $60.6 million is gencral fund.

Make Michigan’s Natural Resources Cleaner and Safer Environment Spending Plan
Protecting and enhancing the water quality of Michigan’s lakes,

rivers and streams is accomplished through a variety of activities contiol Arimal Crance

performed by the Department of Environmental Quality & Plant  Recreatian

including controlling aquatic nuisance species; establishing water Dlecases ;o

quality standards; asscssing watcr quality; and issuing permits to N

regulate the discharge of industrial and municipal wastewaters.

With the implementation of the National Pollutant Discharge Preserve

Elimination System Permit fee (NPDES) now in its second year, oper;nipace_ i

Make Water &

Michigan is positioned to cover costs associated with regulating Lo Cloner

commercial, municipal and industrial facilides thac discharge Reduce & Healthier
.. Permit Time AR
wastewater to Michigan's surface waters. The 2006 budget 2%
provides $45.7 millien gross, $8.3 million general fund, to
support Michigan’s surfacc water quality protection cfforts, Total: $680 Million
Strategies to Achieve Goal
»  Make the Great Lakes and Michigan’s natural resources cleaner, safer and healthier.
= Protect and preserve more open space, farmland, forestland, and public land.
= Prevent, control or eradicate plant and animal diseases and pesis that threaten our health, environment and economy.
= Inorder to foster both environmental performance and economic growth, reduce the time it takes to issue
environmental permits.
= Enhance outdoor recreation and increase use of state facilities, parks and state sponsored recreation.
ENVIRONMENT
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including $10.5 million in support for NPDES. A fee increase is proposed to cover on-going costs of issuing
permits for development near inland lakes, strecams and wetlands, resulting in a savings to the gencral fund of
$2 million.

Low-interest loans are provided annually ro local units of government for wasrewater and drinking warer
infrastructure improvement projects. Approximately $90 million of federal grant resources are urilized to
support the State Revolving Fund and Drinking Revolving Fund programs. "I'he fiscal year 2006 Fxecutive

Recommendation provides $6.9 million in gencral fund support to fully match all available federal dollars.

To protect public health and support redevelopment,
é Spending Priorities funding of $41 million is maintained for cleanup

activities at contaminated sites. No new cleanup and

»  Eradication of Emerald Ash Borer redevelopment sites arc recommended, allowing the
$27.7 million fotal; $0 state generat fund department to focus on finishing cleanup projects

=  Animal Disease Surveillance and Control Activities initiated in prior years.
$11.5 million totaf; $5.8 milfion state general fund

*  Aquatic Resource Management As part of the Governor’s Jobs Initiative and in an
$27.1 miltion total; $0 state generat fund effort to revitalize core communities, the fiscal year

*  Operation of 97 State Parks 2000 budget targets $10 million in previously
$41.3 million total; $0 state generaf fund approved Clean Michigan Inidative (CMI) bonds for

»  National Pollutant Discharge Elimination System
$10.5 milion totaf; $2.2 milfion state general fund

= Waste Management Programs
$18.9 miltion totaf; $1.3 milfion state general fund

= State Cleanup Program
$41.0 million totaf; $0 state general fund

environmental clean-ups and brownfield
redevelopment grants and loans to local communities.
In addition, the Governor recommends $80 million in
Refined Petroleum Fund revenues in fiscal year 2003,

and $22 million in fiscal year 2006, to support leaking

underground storage tank cleanup projects.

Reduce Permit Processing Time

Reducing the time it takes to obrain a permirt for a variety of residential, municipal, or commercial activities
impacting shorelines, surface waters and other natural habitats, has been a priority for the Governor since she was
elected. T'he Michigan T'imely Application & Permit Service (MiT'APS) has successtully reduced the time to
issuc permits, without jeopardizing the environment. MiTAPS is a state of the art clectronic, online permit
processing system. With MiTADS,

businesses, municipalities, and residential

“To receive a permit in 22 days is a record in our book.”

builders can apply online 24 hours a day, 7
Steven Tomaszewski, Manager of Air Quality for General
Motors, Michigan Information and Research Service
(MIRS), February 3, 2005

days a wock. Since late September 2004,
roughly 354 industrial storm water permit
applications have been received via MiTAPS
with an average processing time of less than

52 days.

In addition, the Department of Environmental Quality has recently worked in a collaborative fashion with
Michigan's big three automobile manufacturers to re-design the state’s air permicting process. A “Value Stream
Mapping” process was used, vielding a 21-day start-to-finish air-permitting process, a notable improvement over
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the previous processing time of more than six months. Barriers to economic growth in Michigan are removed as
a result of implementing this scamless and timely process.

Protect and Preserve Unique Lands

On average, Michigan develops its land eight rimes faster than its population grows. In an effort to preserve the
state’s critical farmland and unique open spaces, a variety of initiatives are offered through the Iarmland and
Open Space Preservation program. Utilizing a temperary casement mechanism, farmland owners voluntarily

agrec to restrictions on development of their lands in return for tax credits. The state also purchases development

rights on unique lands to preserve precious green

spaces for future generations. The 2006 budget New Initiative

includes $902,500 gross, $0 general fund for Q

operation of the Farmland and Open Space = Clean-up Leaking Underground Storage Tanks
Preservation program, as well as $7.5 million for the 880 mitlion; 30 state general fund (FY2005)
purchase of farmland development rights. $22 miion; $0 state general fund (FY 2006)

The protection of precious land parcels integral to the

state’s ecosystem including wetlands, deer and turkey habitats, and forestlands is made possible through
acquisitions and conscrvation cascments utilizing the Michigan Natural Resources Trust Fund and other
dedicated revenue sources. Land acquisitions in 2004 added over 2,100 acres for public use and conservation
purposes. Working in parmership with nature conservancies and local units of governments to implement
conservation easements, an additional 248,000 acres of unique Michigan lands and habitats were set aside for
public usc in 2004. The Governor's fiscal year 2006 recommendation includes $5.3 million gross, $0 general
fund for land purchases and habitar improvements.

Michigan is responsible for managing over 4 million acres of forests — the largest state forest system in the nation
— and providing fire protection for over 20 million acres of forest and wild lands. In an efforr to ensure thar
forests are further protected through use of environmentally responsible forestry practices, the state recently
implemented an aggressive certification cffort for its forests, which will significantly aid in the management of
state forestlands. The fiscal year 2006 Execurtive Recommendation provides $33.4 million gross; $5.8 million
general fund to support resource management and forest fire protection efforts within the Department of

Nartural Resources.

Animal Disease Eradication and Pest Control

%’ Spending Reductions

Eradicating infectious discases from our livestock and

wildlife populations continues to be a priority of the ;
= Office of Racing Commissioner
$500,000 total; 30 state general fund

*  Hunting and Fishing Enforcement
$1.0 miflion total; $1.0 miflion state general fund

Governor. [unding is maintained at $7.7 million to
continue bovine tuberculosis (1'B) monitoring and testing
of cattle herds and white-tailed deer. Michigan recenty

artained a split-state bovine TB designation from the U.S.
=  Horse Race Program Enhancements

Department of Agriculture enabling livestock producers to $6.1 million total: 80 state general fund

market their product in other states — an economic success

story.
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The emergence of chronic wasting disease in livestock and wild cervid populations across the country has not
gonc unnoticed by the Governor. The 2006 budget proposcs a new fec for private-captive cervid facilities to
cover the costs of regulatory programs in both the departments of Natural Resources and Agricudture. The
proposed fee revenue will supporr facility registration and inspection activities, as well as animal health

monitoring activities. A Con'cspond.ing savings to the gcncral fund of $269,100 will occur.

Efforts to eradicate the Emerald Ash Borer — an exotic

bectle that destroys ash trees — continue with $23.6 million

Expenses Eliminated
P in the fiscal year 2006 budget. Michigan has over 700

- Horse Race Building and Track Improvements million ash trees, which are at risk for infestation. In

$963,200 total: $0 state general fund addition, the Governor’s budget maintains $4 million in
*  Migrant Labor Housing Grants support for tree restoration activitics, in an cffort to
$255,000 total; $255,000 stale general preserve this precious resource and its contribution to the

state’s ecosystem for generations

tO come.
Enhance Outdoor Recreation

Over 30 million visitors participatc in state forest recreation programs cach year. These programs include
snowmobile and cross-country ski activities, campgrounds, water access sites, and trails and pachways for off-road
vehicles. In addition, the stare maintains a patrk system consisting of 97 parks comprised of over 284,000 acres.
"The fiscal year 2006 Executive Recommendation preserves the level of support for managing the state’s various
recreational programs and park system at $74.5 million gross; $560,400 general fund.

Indicators of Success
» Improved trends in fish and wildlife populations

= Increase in acres of farm, forest and public land protected from development
= Reduction in plant and animal diseases

= Increased use of Michigan's state parks and forests

*  Improved trends in air and water quality

»  Faster issuance of environmental permits without compromising standards

ENVIRONMENT
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BETTER GOVERNMENT

Goal: Make Government in Michigan More Cost
Effective and Efficient

Making government in Michigan morc cost cffective and cfficient is a major goal in any budget year, but the
need to focus on “betrer government” is particularly imporrant for fiscal year 20006, given on-going revenue
constraints. In this era of permanent fiscal crisis, better government in Michigan means keeping the checkbook
balanced, providing fast and friendly service to all citizens, cutting red tape and frugally managing the workplaces,
tools and equipment of statc government. It also means improving collaboration in eorder to increase cfficiencics,
making Michigan more equitable for all residents
and making state government a great place to work. i
While better government is an impertant goal for all Better Government Spending Plan
statc departments, the term took on a special Sent Service
meaning during the Administration’s fiscal year 2000 3.79%
budget development process. Senior departmental L
officials from the departments of 'I'reasury,

Management and Budget, Information Technology,

Civil Service, Civil Rights, Narural Resources, Labor Government
and Lconomic Growth, and Histories, Arrs and Revenue -~ Services
Libraries came together to collaboratively develop Sharing - 49.2%
funding reccommendations for the administrative 1%
functions of state government. By focusing on

squeezing more value out of every tax dollar, the

Governor’s budget delivers the results the public

Total: $2.38 Bllllon

wants at a pricc they arc willing to pay.

Strategies to Achieve Goal

= Keep the checkbook balanced, put money away for the future, and demand results for every taxpayer dollar we spend.

v Cutred tape in state government by streamlining setvices and implementing innovative technology to reduce time, mistakes
and costs.

=  Frugally manage the workplaces, tools and equipment used to run state government and continue to cut government costs.

= Offer fast and friendly service to all citizens, whether onling or face-to-face, by increasing the number of online services and
developing a citizen satisfaction survey to measure performance.

= Make state government both a great place to work and a place that produces great work by ensuring our govermment is
diverse, inclusive and representative of our population; make sure state employees have the tools necessary to do their jobs -
all while lowering overall costs.

= Make Michigan mere inclusive and equitable for all residents in employment, education, health and heusing by ensuring timely
resolution to civil rights complaints and training our government workforce,

= Maintain and improve strong, collaborative relationships with federal agencies, local governments, and the private sector via
shared government services.

BETTER GOVERNMENT
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The Governor’s proposed budget for fiscal year 2006 recommends total funding to support the better government
goal of $2.38 billion, of which $466.3 million is gencral fund. There are 118 activitics in 12 departments that

support this goal. The Governor’s funding priorities reflect her desire to protect core services to citizens and state
government; identify and implement administrative efficiencies to reduce the cost of state services; and fund cost-

saving initiatives that make possiblc €ven greater savings in the future.

Programs within the departments of Attorncy General and State, as well as the Legislature also fit under the
umbrella of better government. Although nor included in the new priority setting process, the Governor
recommends continuation level of funding for these activities in fiscal year 2006.

Preserving Core Services to Citizens and State Government

Local government revenue sharing; the administration of the state’s tax system; the management of state pensions;
and the investigation and resolution of complaints of discrimination are some of the government services included as
part of the better government goal. Many of these activitics involve a high level of interaction with the statc’s
customers and represent the “face” of government to the public. Also included are the central support services of
state government such as financial services, human resources management, informarion technology and state

contracting and purchasing activities.

*  Local Revenue Sharing provides unrestricted financial

é Spending Priorities support to over 1,800 units of local government and allows
them to determine how to most effectively target their

*  Maintain Spending for Revenue Sharing to Local financial resources to meet local needs. Local governments

Units of Government usc this moncy for police scrvices, fire protection and other
§1.12 biffion total: 80.0 state general fund

= Support Tax Collection Services
$64.3 miltion total; $4.4 milfion state general fund

*  Manage State Investments
$13.7 million totaf; $0.0 milfion state general fund

= |nvestigate and Resolve Complaints
of Discrimination per capita basis, is recommended at $§702.3 million, while

$13.3 million total; $12.3 million state genera fund the remaining statutory obligation is $418.8 million,

critical local needs. For fiscal year 2006, the Governor
maintains support for local revenue sharing ar the current
year level, T'his financial support consists of both
constitutional and statutory payments. The constitutional
obligation for cities, rownships and villages, disbursed on a

*  Administration of the State Tax Systemn, including customer contact, tax audit and tax processing activities, is
recommended for continuation level funding of $64.3 million for fiscal year 2006. Automation improvements
in recent years make filing taxes and receiving a refund even faster and easier. Taxpayers filing electronically
through the state’s e-file program can receive their refunds in seven to ten days.

v Tnwvestment of State Funds, including the investment of pension funds, common cash and state restricted funds
on behalf of the state, is recommended at $13.7 million. The Governor recommends an additional $500,000 of
restricted funds to actively manage $800.0 million worth of Mid Cap domestic equitics and $750 million of
international equities in order to increase investment returns. It is anticipated a more actively managed portfolio
with these asset classes will generate an additional $3 million in fiscal year 2006 and an additienal $9 million in
fiscal year 2007,

BETTER GOVERNMENT
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*  Investigation and Resolution of Discrimination Complaints is funded at $13.3 million for fiscal year 2006.

These funds will be used to ensure that Michigan is morc inclusive and cquitable for all residents in

employment, educarion, health and housing by ensuring timely resolution to civil rights complaints.

Reducing Costs Through Administrative Efficiencies

In order to achieve better government in this era of fiscal challenge, it is inevitable that some current activities

will need to be reduced or eliminated. "Through the priority setting budget process, the Governor identified

scveral opportunitics to streamline existing approaches to service delivery while minimizing negative impacts to

citizens. Efficiencies will be achieved by improving collaborative relationships with federal agencies, local

governments and the private sector; by frugally managing the state’s workplaces; by cutting red tape and by

demanding results for every taxpayer dollar spent. Highlighted below are some of the Governor’s major

recommendations for reducing administrative costs:

*  Retirement Medicare Prescription Drug Benefir. The federal Medicare Prescription Drug, Improvement,

and Modernization Act of 2003 adds prescription drug coverage to the Medicare program, which should

save the public schools and state retirement systems at least $53.5 million by paying part of the costs

currently borne by these systems. "These savings will lower the growth in health costs to the retirement

systems. The state will usc existing resources to notify public school and state retirees about thesc

benefit changes.

v Information Technology. The Department of
Informartion Technology, which was created to
streamline and consolidate computer operations and
cquipment for the state, has identificd cost saving
opportunities that will yield over $10 million in
savings in the current year and in fiscal year 2000.
These savings include reductions to specific
information technology systems, closer scrutiny of
contractual equipment purchases by departments,
telecommunications and data center savings, and
administrative efficiencies, which will reduce the
rates charged to departments for information
rechnology services.

Plan for Jobs Today and Jobs Tomorrow

Q New Initiatives

Implement Procurement Process Improvements
$1,450,000 fotal; $0 state general fund

830 miflion in savings

Implement Medicare Prescription Drug Benefit
Fund with existing resotrces

$53.5 miffion in pension savings

Implement Escheats Enforcement

Audits Program

$500,000 total; $0 state generaf fund

Recover §10.0 million in revenues

Actively Manage New Investment Asset Classes
$500,000 total; 30 state general fund

Increase investment retumns by $12.0 million over
fwo years

Develop A Retirement Services Disaster
Recovery Plan

$500,000 totaf; $0 state general fund
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%o Spending Reductions

Statewide Contractual Services Savings
$30 miftion state general fund

Statewide Information Technology Savings
$10.2 miltion totaf; $8.6 milfion state general fund

Statewide Human Resources

Management Savings

17.0 FTEs, $1.2 million total; $725,000 state
general fund

Reduction in Building Occupancy Charges
$805,000 total; §362,000 state general fund
Civil Service Administrative Efficiencies
$482,000 total: $492,000 state general fund
Efficiencies in the Supervision of the General
Property Tax Law Program

$450,000 total; $450,000 state general fund

Aerial Photography, Digital Imagery And
Mapping Services Savings

Human Resources Management Savings. The Human
Resources Call Center was created in the Department of Civil
Service in fiscal year 2005 in order to streamline human
resource operations throughout state government.
Additionally, new technology was put in place to maximize
sclf-service opportunitics for employces and managers. Thesc
two cost-saving initiatives, launched in the current fiscal year,
allowed the state to reduce staffing in agency human
resources offices by 74 positiens. For fiscal year 20006, the
Governor recommends the continuation of the human
resources optimization initative, which will resulc in a furcher
reduction of 17 positions, saving an additional $1.2 million.

Management of State-Owned and Leased Building
Operations. I'he management of state-owned and leased
buildings includes the costs of utilirics, janitorial scrvices,
security, trash removal and other maintenance services.
Funding also covers private rent for Cadillac Place in Dertroit,

One Division in Grand Rapids and other buildings leased by

$146,700 total: §146,700 state general fund

v Library of Michigan Operational Savings
$100,000 total: $100,000 state general fund

=  Civil Rights Administrative Efficiencies
$101,000 total: $101,000 state general fund

the Department of Management and Budget for state agency
occupancy. The fiscal year 2006 recommendation includes
efficiency savings that will result in an $805,000 reduction in

rent for state agencies.

Investing in Cost-Saving Initiatives

In addition to recommending cfficicncy-related reductions, for fiscal year 2006, the Governor secks legislative
support for the following new investments that save more than they cost:

*  Procurement Reform. The Governor has already put into place a number of restrictions on agency purchases in
arder to contain spending, as detailed in Executive Directive 2004-8. For the current year and continuing in to
fiscal ycar 2006, the Governor is announcing a number of additional reforms to the statc’s procurcment system.
These include further restricting the use of sole source contracts; re-negotiating existing contracts to leverage
better pricing opportunities; and consolidating purchasing functions. The Governor also recommends investing
$1.5 million of restricted revenue to implement a new internet-based purchasing system to provide better
oversight of contractual spending. This recommendation will benefit state staff and thosc secking to do business
with the state by automating work, streamlining vendor registration, reducing the costs of bidding for state
contracts, and speeding payment to vendors. Collectively, the Governor’s purchasing reforms are expected to

vield over $30 million in contract savings in fiscal year 2006.

BETTER GOVERNMENT
B-36 Plan for Jobs Today and Jobs Tomorrow



*  In-State Escheats Enforcement Audits. In accordance with the Uniform Unclaimed Property Act (P.A. 29
of 1995), cvery individual or business that holds property belonging to somcone clse, whosc last known
address is in Michigan, must report and transfer the property to the State of Michigan. Unclaimed
property includes intangible property such as cash; checks written but not cashed by the payee; stocks and

unpaid wages; and tangible personal property including
the contents of safc deposit boxes. Although there arc @ Expenses Eliminated
over 200,000 registered businesses in Michigan, only

5,500 filed the required report in 2003. The Governor .

Eliminate Qversight of County Audit Standards

recommends investing $500,000 of restricted funding to $60,000 total; 860,000 state generat fund
implement an unclaimed property (escheats) =  Eliminate Payment in Lieu of Taxes for
enforcement audit program. This investment is Federal Lands

expected to recover an additional $10 million in escheats $10.000 total; $10,000 state general fund

revenue for the state.

*  Rerirement System Disaster Recovery, Currently, the state does not have a disaster recovery plan in place to
ensurc pension checks can be issued in a timely manner in the event of a natural disaster or a terrorist attack.
The Governor recommends investing $300,000 of pension funds to ensure that the retiremenc call center is
operational within 48 hours after a disaster and that checks will continue to be sent to recipients in a timely
manner. This small investment will allow the state retirement system to maintain services to over 560,000
active and retired members, avoiding significantly higher costs than would otherwisc be incurred if a disaster
strikes.

Indicators of Success

= A positive balance in the state's books

=  Reduced expenditures for contractual services
= Reduced energy consumption in state buildings
=  Increased number of on-line services for citizens

*  Lower employee turnover rates
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Tax Expenditures

For additional information refer to: “Executive Budget Appendix on Tax Credits,
Deductions, and Exemptions, Fiscal Year 2005.” Available on the Web at:

http://www.michigan.gov/documents/ExecBudgetReportonTaxCreditsDeductionsan
dExemptionsFY2005_103211_7.pdf






Tax Expenditures by Goal
(Thousands)

EDUCATION

Single Business Tax Expenditures
Apprenticeship Tax Credit
Higher Education Contributions Credit

Sales and Use Tax Expenditures
Driver Training
Food for Students

State Income Tax Expenditures
College Savings Accounts

Higher Education/Public Contributions Credit
Tuition Credit

Subtotal

ECONOMY

Insurance Company Retaliatory
Supplemental Workers’” Compensation

Tobacco Products Tax
Bad Debt Deduction
Licensee Expenses

Oil and Gas Severance Tax
Marginal Wells

Plan for: Jobs Today and Jobs Tomorrow

FY 2006 Tax Expenditure

Estimate
{'000)

$0

$0

$674
$32,139

$11,549
$18,169
$3,756

$66,287

$0

$800
$17,500

$2,170

TAX EXPENDITURES
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ECONOMY (CONTINUED)

FY 2006 Tax Expenditure
Estimate
{'000)

Single Business Tax Expenditures
Agricultural Producers
Brownfield Zone Credit
Compensation Exemption
Enterprise Zone Credit
Excess Compensation Reduction
Floor Plan Interest Deduction
Gross Receipts Reduction
Gross Receipts Threshold
Insurer's Exemption From Gross Receipts
Insurer’s Facility Assessment Credit
Iron Ore Credit
Michigan Economic Growth Authority
Multiple Employer Welfare Arrangement
Officer Compensation
Pharmaceutical Research Credit
Renaissance Zones
Small Business Credit
Statutory Exemption
Supplemental Workers’” Compensation
Unincorporated Business Credit
Utility Property Tax Credit

Sales and Use Tax Expenditures
Aircraft Parts
Bad Debts
Cargo Aircraft
Collection Fee
Commercial Domestic Aircraft
Communication and Telephone Exemption
Delayed Payment on Construction Materials
Employee Meals
Gratuity and Tips
Horticultural and Agricultural Products
Imported Property from Other States
International Communications
Interstate Trucks and Trailers
Investment Coins
Newspapers, Periodicals, and Films

TAX EXUENIDITURES
C-2

$7,202
$38,472
$96,437
$0
$139,162
$1,125
$102,327
$51,022
$0
$51,817
$0
$26,557
$0

$0
$5,649
$3,000
$64,649
$5,851
$0
$60,577
$4,784

$8,601
$63,489
$30,000
$16,634
$5,000
$37,000
$3,089
$8,243
$61,263
$130,275
$3,200
$21,968
$40,501
$400
$102,047
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ECONOMY (CONTINUED)

Sales and Use Tax Expenditures {Continued)
Radio and TV
Rail Rolling Stock
Residential Utilities
Returned Vehicles
Sale of Water
Telephone Services
Vehicles and Aircraft Transfers
Vending Machines and Mohile Facilities

State Income Tax Expenditures
Renaissance Zones
Oil and Gas Deduction

Aviation Gasoline and Marine Fuel
Interstate Flight Refund
Marine Vessel Exemption

Motor Fuel Taxes
Diesel Fuel for Jobsites and Charter Firms
Evaporation and Loss Allowance
Fuel for Off-Road Use
Municipal Franchise Vehicles

Property and Other Local Tax Expenditures
Agriculture Transfers - State & Local Total
Enterprise Zone Credit - State & Local Total
Industrial Facilities Development - State & Local Total
Mobile Homes - State & Local Total
Neighborhood Enterprise Zones - State & Local Total
Obsolete Property Rehabilitation - State & Local Total
Railroad Right-of-Way/Broadband Credit
Renaissance Zones - State & Local Total
Tax Increment Financing - State & Local Total
Water Softeners - State & Local Total

Subtotal
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FY 2006 Tax Expenditure
Estimate
{'000)

$4,400
$1,699
$117,500
$1,100
$68,454
$17,929
$50,945
$25,200

$248
$5,000

$3,362
$726

$5,300
$14,500
$976
$414

$30,400
$0
$310,000
$53,000
$7,500
$3,500
$43,000
$80,000
$270,000
$1,160

$2,327,122

TAX EXPENIITURES
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FY 2006 Tax Expenditure

Estimate
{'000)
HEALTH AND HUMAN SERVICES

Single Business Tax Expenditures

Health Insurance Deduction $14,153

Homeless/Food Bank Credit $0
Sales and Use Tax Expenditures

Nonprofit Hospital or Housing Construction $10,946

Ophthalmic and Orthopedic Products $52,248
State Income Tax Expenditures

Adoption Credit $0

Home Heating Assistance Credit $0

Homeless/Food Bank Credit $13,311
Property and Other Local Tax Expenditures

Poverty Exemption - State & Local Total $2,500
Subtotal $93,157

HOMETOWN SECURITY

Sales and Use Tax Expenditures

Inmate Purchases $638

Military PX Sales $1,843
State Income Tax Expenditures

Military Pay and Pensions $9,178
Motor Vehicles Registration Fee

Disabled Veterans’ Vehicles $225
Subtotal 511,884

TAX EXTENDITURES
C-4 Plan for: Jobs Today and Jobs Tomorrow



ENVIRONMENT

Single Business Tax Expenditures
Corporate Farm Property Tax Credit
Next Energy Credit

Sales and Use Tax Expenditures
Air and Water Pollution

State Income Tax Expenditures
Farmland Credit

Property and Other Local Tax Expenditures
Air and Water Pollution Control - State & Local Total
Energy Conservation Devices - State & Local Total
Next Energy Exemption - State & Local Total
Subtotal

BETTER GOVERNMENT

Single Business Tax Expenditures
Community Foundation Credit
Government Utilities Exemption
Historic Preservation Credits
Nonprofit Organizations

Sales and Use Tax Expenditures
Church Construction
Church Cars
Government or Red Cross
Nonprofit Organizations

State Income Tax Expenditures
Adjustments to Income
Community Foundation Credit
Historic Preservation Credit

Plan for: fobs Today and jobs Tomerrow

FY 2006 Tax Expenditure
Estimate
{'000)

$0
$5,577

$46,000

$0

$140,000
$480
$1,000

$193,057

$0
$9,702
$0
$74,116

$3,200
$4,353
$187,546
$185,121

$1,473,536
$2,173
$413

TAX EXPENIITURES
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BETTER GOVERNMENT (CONTINUED)

FY 2006 Tax Expenditure
Estimate
{'000)

Aviation Gasoline and Marine Fuel
Federally Owned Aircraft

Motor Fuel Taxes
Public Vehicles

Motor Vehicles Registration Fee
Public and Nonprofit Vehicles

Watercraft Registration Fee
Publicly-Owned Vehicle

Subtotal

Grand Total

$267

$13,598

$15,652

$14
$1,969,692

$4,661,199

Note: Estimates are made assuming the tax expenditure would be suspended
commencing October 1, 2005 or, for taxes paid on a tax year basis, for tax years
commencing in the 2005-2006 fiscal year. Estimates of FY 06 revenue at $0 due to
assumption that change in law for tax year commencing in FY 06 would not result in a
change in estimated payments but would instead be reflected in annual payments

accounted for as FY 07 revenue.

TAX EXPENDITURES
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Budget Detail






Fiscal Year 2006 Governor's Recommendation
Department of Agriculture
($ in Thousands)

FY04 FYO5 FYO06
Appropriation Original Recommended
Appropriation
GF/GP $30,259.2 $30,091 .4 $28,572.6
All Funds $116,090.6 $126,131.3 $113,053.9
% Change - GF/GP -0.6% -5.0%
% Change - All Funds 8.6% -10.4%
Activities GF/GP All Funds
GOAL: SUSTAIN AND CREATE BUSINESS INVESTMENT AND JOBS IN MICHIGAN
Agriculture Davelopment $273.6 $1,585.9
GOAL: ENHANCE THE QUALITY OF MICHIGAN'S NATURAL ENVIRONMENT
Animal and Plant Health and Protection $7,937.1 $43,281.0
Fairs & Expositions $0.0 $12,305.7
Environmental Stewardship $3,108.2 $10,846.5
Administration $5,148.7 $6,070.3
Consumer Protection $1,072.0 $3,372.0
Information Technology $344.5 $1,528.2
GOAL: MAKE MICHIGAN'S PEOPLE HEALTHIER AND OUR FAMILIES STRONGER
Food Safety & Security $9,923.0 $24,707.9
GOAL: PROTECT OUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER
Consumer Protection $480.0 $4,753.8
Fairs & Expositions $285.5 $4,292.2
Administration $0.0 $310.4
Total FY 2006 Recommendation $28,572.6 $113,053.9
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Fiscal Year 2006 Governor's Recommendation
Department of Attorney General
($ in Thousands)

FY04 FYO05 FY06
Appropriation Original Recommended
Appropriation

GF/GP $30,259.9 $31,503.9 $32,710.2

All Funds $61,504.4 $62,835.7 $65,880.3
% Change - GF/GP 4.1% 3.8%
% Change - All Funds 2.2% 4.8%

Activities GF/GP All Funds
GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT

Attorney General Operations $29,811.9 $60,575.1
Child Support Enforcement $831.3 $2,342.9
Prosecuting Attorneys Coordinating Council $1,251.1 $2,146.4
Information Technology $815.9 $815.9
Total FY 2006 Recommendation $32,710.2 $65,880.3

DEPARTMENT DETALL
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Fiscal Year 2006 Governor's Recommendation
Capital Outlay
($ in Thousands)

FYO04 FYO5* FY06
Appropriation Original Recommended
Appropriation

GF/GP $229,002.6 $245,002.1 $276,002.2

All Funds $558,545.1 $606,298.8 $512,159.5

% Change - GF/GP 7.0% 12.7%

% Change - All Funds 8.4% -15.5%

Activities GF/GP All Funds

GOAL: IMPROVE STUDENT ACHIEVEMENT

State Building Authority Rent - Higher Education $140,5613.5 $140,513.5

GOAL: SUSTAIN AND CREATE BUSINESS INVESTMENT AND JOBS IN MICHIGAN

Airport Safety and Protection Plan Projects $0.0 $163,193.3
Transportation Buildings and Facilities Projects $0.0 $7,714.0
Higher Education Major and Special Maintenance Projects $0.1 $0.1

GOAL: MAKE GCVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT

State Building Authority Rent - State Agencies $133,488.6 $136,283.6
State Agency Special Maintenance Projects $2,000.0 $4,000.0

GOAL: PROTECT OUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER

Camp Grayling Company Headquarters Facilities (Phase II) $0.0 $18,500.0
Military Affairs Special Maintenance Projects $0.0 $5,000.0
Statewide Land Acquisitions $0.0 $200.0

GOAL: ENHANCE THE QUALITY OF MICHIGAN'S NATURAL ENVIRONMENT

Waterways Harbor and Boating Access Site Projects $0.0 $22,855.0
Farmland and Open Space Preservation $0.0 $7,500.0
Deer and Turkey Habitat Acquisition $0.0 $5,500.0
State Park Special Maintenance Projects $0.0 $1,000.0
Forest Roads, Bridges, and Facilities Projects $0.0 $900.0

" Includes pending FY 2005 Revised Executive Recommendation

Total FY 2006 Recommendation $276,002.2 $512,159.5

DEPARTMTUNT DETAIL
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Fiscal Year 2006 Governor's Recommendation
Department of Civil Rights
($ in Thousands)
FY04 FYQ05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $11,720.2 $11,759.0 $12,285.3
All Funds $12,654.2 $12,693.0 $13,335.1
% Change - GF/GP 0.3% 4.5%
% Change - All Funds 0.3% 5.1%
Activities GF/GP All Funds
GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT
Civil Rights Operations $11,456.3 $12,506.1
Information Technology $829.0 $829.0
Total FY 2006 Recommendation $12,285.3 $13,335.1
DEPARTMENT DETAIL
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Fiscal Year 2006 Governor's Recommendation
Department of Civil Service
($ in Thousands)
FYQ4 FY05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $7,832.5 $7,672.1 $7,449.3
All Funds $31,633.8 $35,146.7 $36,288.5
% Change - GF/GP -2.0% -2.9%
% Change - All Funds 11.1% 3.2%
Activities GF/GP All Funds
GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT
Agency Services $2,766.8 $11,228.0
Human Resources/Administrative Support $2,856.9 $9,342.7
Employee Benefits $0.0 $5,660.9
Audit and Compliance $1,110.9 $2,876.6
Training $0.0 $1,300.0
Human Resources Optimization $0.0 $2,000.0
Information Technology $714.7 $3,880.3
Total FY 2006 Recommendation $7,449.3 $36,288.5
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Fiscal Year 2006 Governor's Recommendation
Community Colleges
($ in Thousands)

FY04 FY05 FYO06
Appropriation Original Recommended
Appropriation
GF/GP $276,828.6 $285,747.0 $281,327 .4
All Funds $276,828.6 $285,747.0 $281,327 4
% Change - GF/GP 3.2% -1.5%
% Change - All Funds 3.2% -1.5%
Activities GF/GP All Funds
GOAL: IMPROVE STUDENT ACHIEVEMENT
Community College Operations $275,104.7 $275,104.7
At-Risk Student Success Program $3,322.7 $3,322.7
Renaissance Zone Tax Reimbursement $2,900.0 $2,900.0
Total FY 2006 Recommendation $281,327.4 $281,327.4
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Fiscal Year 2006 Governor's Recommendation
Department of Community Health
($ in Thousands)
*FY04 FY05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $2,613,988.7 $2 557 ,910.6 $2,920,639.5
All Funds $10,122,887.1 $10,173,199.8 $10,240,883.2
% Change - GF/GP -2.1% 14.2%
% Change - All Funds 0.5% 0.7%
Activities GF/GP All Funds
GOAL: MAKE MICHIGAN'S PECOPLE HEALTHIER AND QUR FAMILIES STRONGER
Medicaid
Federally mandated populations $1,344,643.6 $6,186,933.3
Optional child populations $97 254.2 $245,008.5
Optional adult populations $66,209.2 $208,796.3
Optional elderly and disabled populations $19,153.4 $46,379.5
Children's Special Health Care Services $107,161.0 $218,730.2
Mental Health
Medicaid mental health services $568,411.3 $1,569,659.4
Non-Medicaid mental health services $346,950.0 $446,387.5
State hospitals and centers $178,111.3 $401,209.0
Non-Medicaid substance abuse/drug control services $19,876.1 $116,605.1
Medicaid substance abuse services $12,620.9 $33,321.4
Public Health
Family health services $40,983.9 $276,059.4
Preventicn and health promotion services $14,471.7 $128,933.8
Regulatory services $6,325.4 $43,783.4
Administration $55,423.2 $120,323.6
Other
Office of Services to the Aging $33,507.8 $93,542.5
Information technology services $9,536.5 $31,155.1
Crime victim services $0.0 $23,700.2
GOAL: PROTECT CUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER
Bioterrorism preparedness $0.0 $50,357.0
* Adjusted for program transfers
Total FY 2006 Recommendation $2,920,639.5 | $10,240,883.2
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Fiscal Year 2006 Governor's Recommendation
Department of Corrections
($ in Thousands)
FY04 FY05 FYQ6
Appropriation Original Recommended
Appropriation
GF/GP $1,609,272.3 $1,708,161.1 $1,805,230.3
All Funds $1,705,829.9 $1,786,182.6 $1,883,642.6
% Change - GF/GP 6.1% 5.7%
% Change - All Funds 4.7% 5.5%
Activities GF/GP All Funds
GOAL: PROTECT OUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER
Prison and Camp Operations $1,523,959.8 $1,557,535.8
Probation and Parole Oversight $170,600.0 $192,588.3
Department Administration $61,104.0 $63,727.8
Community Corrections Services $34,262.3 $53,951.8
Information Technology Services and Projects $15,304.2 $15,838.9
Total FY 2006 Recommendation $1,805,230.3 $1,883,642.6
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Fiscal Year 2006 Governor's Recommendation
Department of Education
($ in Thousands)

GF/GP $29,059.7 $26,394.7

$28,091.6

All Funds $135,831.7 $113,549.0 $125,141.8
% Change - GF/GP -9.2% 8.4%

% Change - All Funds -16.4% 10.2%

GOAL: IMPROVE STUDENT ACHIEVEMENT

Services to Schools

School Improvement Operations | $75.2
Special Education Operations $216.1
Professional Preparation Services $0.0
Early Childhood and Family Services $939.4
Grants to Schools
School Readiness Grants $12,250.0
School Breakfast Grants $9,625.0
Educational Assessment Services 50.0
Michigan School for the Deaf and Blind
Michigan Schools tor the Deaf and Blind $0.0
Lansing, Michigan School for the Blind Former Site $0.0
Administrative Support Services
Grants Administration $414.0
Central Support Services $1,689.0
Office of the Superintendent $1,308.0
School Finance/School Law $781.9
Information Technology $793.0

transfers

$15,011.9
$11,279.2
$5,517.8
$4,044.1

$12,250.0
$9,625.0

$32,196.6

$11,121.7
51,8211

$7,941.8
$5,827.0
$3,333.5
$2,595.4
$2,576.7

Plan for Jobs Today and Jobs Tomorrow
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Fiscal Year 2006 Governor's Recommendation
Department of Environmental Quality
($ in Thousands)

FY04 FYO5 FY06
Appropriation Original Recommended
Appropriation
GF/GP $53,580.8 $28,671.8 $30,510.3
All Funds $449,387.7 $340,569.3 $373,306.0
% Change - GF/GP -46.5% 6.4%
% Change - All Funds -24.2% 9.6%
Activities GF/GP All Funds

GOAL: ENHANCE THE QUALITY CF MICHIGAN'S NATURAL ENVIRONMENT

Investigations and Grants $7,908.1 $132,816.8
Environmental Cleanup Programs $0.0 $62,956.4
Department Operations $4,926 1 $30,507.5
Ground, Surface, and Waste Water Inspecticns $5,827.8 $28,595.9
Air Quality Programs $3,711.7 $23,132.1
Geological and Land Management $3,531.2 $22.644.5
Pallution Prevention and Revolving Loan Programs $743.8 $20,086.5
Waste and Hazardous Materials Program $782.8 $17,136.9

GOAL: MAKE MICHIGAN'S PEOPLE HEALTHIER AND OUR FAMILIES STRONGER

Inspection of Michigan Water Supplies $2,518.3 $19,460.4
Local Health Department Grants $0.0 $10,472.5
Other $0.0 $3,570.4
Nuclear Power Plant Radiological Monitoring $559.3 $1,504.3

GOAL: PROTECT OUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER
Public Drinking Water Supply Security Program $1.2 $406.8

GOAL: SUSTAIN AND CREATE BUSINESS INVESTMENT AND JCBS IN MICHIGAN

Laboratory Recognition Program $0.0 $15.0
Total FY 2006 Recommendation $30,510.3 $373,306.0
DEPARTMINT DETAIL
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Fiscal Year 2006 Governor's Recommendation
Executive Office
($ in Thousands)
FY04 FY05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $4,859.5 $5,205.5 $5,205.5
All Funds $4,859.5 $5,205.5 $5,205.5
% Change - GF/GP 7.1% 0.0%
% Change - All Funds 7.1% 0.0%
Activities GF/GP All Funds
GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT
Governor $177.0 $177.0
Lieutenant governor $123.9 $123.9
Executive Office Operations $4,904.6 $4,904.6
Total FY 2006 Recommendation $5,205.5 $5,205.5
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Fiscal Year 2006 Governor's Recommendation
Family Independence Agency

($ in Thousands)

*FYo4 FY05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $1,095,571.3 $1,109,682.8 $1,106,603.6
All Funds $4,113,281.0 $4,291,526.7 $4,428,975.2
% Change - GF/GP 1.3% -0.3%
% Change - All Funds 4.3% 3.2%
Activities GF/GP All Funds
GOAL: MAKE MICHIGAN'S PEOPLE HEALTHIER AND OUR
FAMILIES STRONGER
Income Assistance:
Food Assistance Program $0.0 $1,218,760.9
Family Independence Program $168,491.5 $394,277.6
Energy and Weatherization Assistance $0.0 $135,138.7
SSI State Supplementation $62,328.4 $62,328.4
State Emergency Relief $25,413.7 $42,292.5
State Disability Assistance $32,184.8 $37,289.6
Individual and Family Services:
Purchased Care and Supervision of Youth $176,900.0 $399,674.0
Adoption Services and Subsidies $31,078.4 $243,656.7
Juvenile Justice Services $36,679.5 $75,759.0
Family Preservation and Prevention Services $1,768.0 $75,501.2
Community Services Block Grant $0.0 $27,384.6
Domestic Violence and Rape Prevention Services $1,979.7 $17,191.4
Refugee Assistance $0.0 $12,683.7
Other Individual and Family Services $2,377.0 $20,100.9
Field Staff and Administration $225,970.8 $646,397.5
Child Support Enforcement $11,840.5 $205,744.3
Information Technology $34,274.4 $135,631.5
Central Administration and Support $46,608.3 $96,790.6
Disability Determination Services $2.896.4 $79,279.5
Licensing: Child Welfare and Adult Fester Care $9.647.2 $13,784.2
GOAL: IMPROVE STUDENT ACHIEVEMENT
Child Day Care Services $175,389.9 $464,102.8
Child Day Care Licensure $0.0 $8,876.5
GOAL: SUSTAIN AND CREATE BUSINESS INVESTMENT AND
JOBS IN MICHIGAN
Employment and Training Support Services $775.1 $16,429.1
*Adjusted for program transiers
Total FY 2006 Recommendation $1,106,603.6 $4,428,975.2
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Fiscal Year 2006 Governor's Recommendation
Higher Education
($ in Thousands)
FYO04 FYO05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $1,559,432.5 $1,600,500.5 $1,642,834.1
All Funds $1,653,663.2 $1,690,150.5 $1,492,834.1
% Change - GF/GP 2.6% 2.6%
% Change - All Funds 2.2% -11.7%
Activities GF/GP All Funds
GOAL: IMPROVE STUDENT ACHIEVEMENT
State University Operations $1,303,218.8 $1,312,718.8
Michigan Merit Award Program $0.0 $121,000.0
State University Tuition Restraint Incentive Funding $87,806.0 $87,806.0
State Competitive Scholarships $32,630.5 $34,630.5
Agricultural Experiment Station $29,863.8 $29,863.8
Cooperative Extension Service $21,904.3 $21,804.3
Tuition Incentive Program $0.0 $12,000.0
Michigan Work Study Program $7,326.3 $7,326.3
King-Chavez-Parks Education Opportunity Grant $4,998.3 $4,998.3
Nursing Scholarship Program $0.0 $4,000.0
Part-time Independent Student Program $2,653.3 $2,653.3
Michigan Education Opportunity Grant $2,084.2 $2,084.2
Robert C. Byrd Honors Scholarship Program $0.0 $1,500.0
Higher Education Database $200.0 $200.0
Morris Hood, Jr. Educator Development Program $148.6 $148.6
Total FY 2006 Recommendation $1,492,834.1 $1,642,834.1
DEPARTMENT DETAIL
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Fiscal Year 2006 Governor's Recommendation
Department of History, Aris and Libraries
($ in Thousands)

FY04 FYO05 FYO06

Appropriation Current Law | Recommended

GF/GP $44 201.7 $45,803.5 $43,150.8

All Funds $56,548.0 $57,083.6 $56,178.9
% Change - GF/GP 3.6% -5.8%
% Change - All Funds 0.9% -1.6%

Program GF/GP All Funds
GOAL: IMPROVE STUDENT ACHIEVEMENT

State Aid to Libraries $14,176.9 $19,734.3
Lifelong Learning Information $362.1 $962.1
Michigan Curriculum Framework Support $100.0 $300.0

GOAL: SUSTAIN AND CREATE BUSINESS INVESTMENT AND JOBS IN MICHIGAN

Cultural Tourism Industry $7,637.5 $8,887.4
Economic Development $6,653.9 $8,485.6
Department Operations $5,215.5 $5,215.5
Information Technology Services and Equipment $902.4 $955.4
Michigan Film Office $131.9 $131.9

GOAL: ENHANCE THE QUALITY OF MICHIGAN'S NATURAL ENVIRONMENT
Mackinac Island State Park Commission $0.0 $3,138.9

GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT

Library of Michigan operations $6,462.9 $6,624.8
Management of State Archives,
Records and Historical Collections $1,507.7 $1,743.0
Total FY 2006 Recommendation $43,150.8 $56,178.9
DFPARTMINT DETAIL
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Fiscal Year 2006 Governor's Recommendation
Department of Information Technology
($ in Thousands)

FY04 FYO5 FYO06
Appropriation Original Recommended
Appropriation
GF/GP $0.0 $0.0 $0.0
All Funds $371,269.3 $360,738.6 $373,405.1
% Change - GF/GP 0.0% 0.0%
% Change - All Funds -2.8% 3.5%
Activities GF/GP All Funds
GOAL: IMPROVE STUDENT ACHIEVEMENT
Education IT Operations $0.0 $2,049.8
History, Arts and Libraries IT Operations $0.0 $606.4
GOAL: SUSTAIN AND CREATE BUSINESS INVESTMENT AND JOBS IN MICHIGAN
Labor and Economic Growth IT Operations and Projects $0.0 $39,712.7
Transportation IT Operations $0.0 $25,254.8
GQOAL: MAKE MICHIGAN'S PEQPLE HEALTHIER AND QUR FAMILIES STRONGER
Family Independence Agency IT Operations and Projects $0.0 $75,089.1
Child Support Enforcement IT Operaticens and Projects $0.0 $53,680.9
Community Heath IT Operations and Projects $0.0 $28,770.8

GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT

Secretary of State IT Operations and Projects $0.0 $21,119.9
Treasury, Lottery and Gaming IT Operations $0.0 $19,955.3
DIT Financial and Human Resources Systems IT Operations $0.0 $18,364.3
DIT Enterprise Services IT Operations $0.0 $15,064 1
DIT Security Operations $0.0 $6,635.6
DIT e-Michigan IT Operations and Projects $0.0 $4,142.2
Management and Budget IT Operations $0.0 $6,421.5
Civil Service IT Operations $0.0 $3,867.0
Civil Rights IT Operations $0.0 $721.2
Attorney General IT Operations $0.0 $692.4
GOAL: PROTECT OUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER

Corrections IT Qperations $0.0 $13,684.7
State Police IT Operations $0.0 $12,650.9
Michigan Public Safety Communication System IT Operations $0.0 $9,453.4
Military and Veterans Affairs IT Operations $0.0 $1,032.0
GOAL: ENHANCE THE QUALITY OF MICHIGAN'S NATURAL ENVIRONMENT

Natural Resources IT Operations $0.0 $7,227.5
Environmental Quality IT Operations $0.0 $6,086.7
Agriculture IT Operations $0.0 $1,142.1
Total FY 2006 Recommendation $0.0 $373,405.1
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Fiscal Year 2006 Governor's Recommendation
Judiciary
($ in Thousands)
FYo04 FY05 FYO06
Appropriation Original Recommended
Appropriation
GF/GP $160,216.4 $158,093.3 $159,987.9
All Funds $253,067.9 $253,216.7 $257,728.8
% Change - GF/GP -1.3% 1.2%
% Change - All Funds 0.1% 1.8%
Activities GF/GP All Funds
GQOAL: PROTECT CUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER
Justices and Judges Compensation $85,490.4 $92,580.6
Trial Court and Other Local Programs $20,680.5 $91,027 4
Judicial Branch Operations $47,590.8 $59,351.0
Indigent Defense and Other Judicial Agencies $6,226.2 $14,769.8
Total FY 2006 Recommendation $159,987.9 $257,728.8
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Fiscal Year 2006 Governor's Recommendation
Department of Labor and Economic Growth
($ in Thousands)

*FY04 FY05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $68,976.3 $94,538.0 $73,848.5
All Funds $1,156,218.7 $1,241,865.6 $1,476,138.4
% Change - GF/GP 37.1% -21.9%
% Change - All Funds 7.4% 18.9%
Activities GF/GP All Funds

GOAL: SUSTAIN AND CREATE BUSINESS INVESTMENT AND JOBS IN MICHIGAN

Job creation and economic growth 31,561.8 280,367.2
Workforce development 25,025.3 382,471.0
Boards, commissions, and authorities 57414 191,681.9
Business licensing and regulation 61.5 175,625.1
Worker's and unemployment compensation 0.0 110,545.1
Central administration and support 4,452.9 70,385.3
Information technology services and projects 0.0 42,486.2

GOAL: IMPROVE STUDENT ACHIEVEMENT

Grants for adult education and training 1,999.8 82,940.3
Career education programs 1,468.7 8,336.8

GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT
Tax tribunal 0.0 1,447.7

GOAL: MAKE MICHIGAN'S PEOPLE HEALTHIER AND OUR FAMILIES STRONGER

Low income energy efficiency assistance 0.0 60,000.0
Vocational rehabilitation client services 3,637.1 58,625.7

GOAL: PROTECT OUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER
Fire protection grants and Office of Fire Marshal 0.0 11,326.1

* Adjusted for program transfers
Total FY 2006 Recommendation $73,848.5 $1,476,138.4
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Fiscal Year 2006 Governor's Recommendation
Legislature
($ in Thousands)
FYD4 FYO5 FY06
Appropriation Original Recommended
Appropriation
GF/GP $114,072.8 $122,173.9 $122,173.9
All Funds $118,630.8 $126,731.9 $126,731.9
% Change - GF/GP 7.1% 0.0%
% Change - All Funds 6.8% 0.0%
Activities GF/GP All Funds

GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT
House of Representatives $46,857.0 $46,857.0
Senate $31,502.7 $31,502.7
Legislative Auditor General $12,185.6 $15,233.8
Legislative Council $11,294.8 $11,694.8
Property Management $10,993.5 $10,993.5
Legislative Retirement System $3,274.6 $4,384.4
Senate Fiscal Agency $3,082.8 $3,082.8
House Fiscal Agency $2,982.9 $2,982.9
Total FY 2006 Recommendation $122,173.9 $126,731.9
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Fiscal Year 2006 Governor's Recommendation
Department of Management and Budget
($ in Thousands)

FY04 FY05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $35,828.2 $36,684.2 $36,450.6
All Funds $229,987.8 $213,410.1 $233,146.8
% Change - GF/GP 2.4% -0.6%
% Change - All Funds -7.2% 9.2%
Activities GF/GP All Funds
GOAL: MAKE GOVERNMENT IN MICHIGAN MCRE CCST EFFECTIVE AND EFFICIENT
State Owned and Leased Buildings $0.0 $86,644.7
Motor Vehicle Fleet $0.0 $56,574.8
Retirement Services $0.0 $15,804.9
Information Technology for MAIN $11,516.3 $15,790.2
Administrative Overhead $5,473.9 $13,381.7
Information Technology $2,926.1 $10,312.2
Budget and Financial Management $7,9952 $10,002.1
Business Support Services $4,441.8 $7,396.9
Michigan State Fair $0.0 $5,545.8
Design and Construction Services $0.0 $5,010.1
Office of the State Employer $880.8 $2,700.4
Building Occupancy for Executive and Legislative $1,859.5 $1,859.5
State Building Authority $0.0 $541.5
Professional Development $0.0 $225.0
GOAL: MAKE MICHIGAN'S PEOPLE HEALTHIER AND OUR FAMILIES STRONGER
Office of Children's Ombudsman $1,357.0 $1,357.0
Total FY 2006 Recommendation $36,450.6 $233,146.8
DIPARTMENT DETAIL
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Fiscal Year 2006 Governor's Recommendation
Department of Military and Veterans Affairs
($ in Thousands)

FY04 FYO05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $36,328.8 $37,370.7 $38,348.2
All Funds $107,840.0 $110,713.4 $117,108.5
% Change - GF/GP 2.9% 2.6%
% Change - All Funds 2.7% 5.8%
Activities GF/GP All Funds
GOAL: MAKE MICHIGAN'S PEQPLE HEALTHIER AND QUR FAMILIES STRONGER
Grand Rapids Veterans' Home $14,405.0 $46,206.4
D.J. Jacobetti Veterans' Home $5,007.1 $14,876.9
Veterans' Service Organizations $3,912.3 $3,912.3
Veterans' Trust Fund Administration $318.6 $3,659.7
GOAL: PROTECT QOUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER
Military Preparedness $13,952.1 $42,136.8
GOAL: IMPROVE STUDENT ACHIEVEMENT
Veterans' Trust Fund Tuitien Grants $0.0 $1,546.5
Michigan Youth ChalleNGe Program/Starbase $753.1 $4,679.9
Total FY 2006 Recommendation $38,348.2 $117,108.5
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Fiscal Year 2006 Governor's Recommendation
Department of Natural Resources
($ in Thousands)

FYO4 FY05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $31,339.4 $28,885.0 $26,533.3
All Funds $262,276.5 $264,335.4 $271,169.1
% Change - GF/GP -7.8% -8.1%
% Change - All Funds 0.8% 2.6%
Activities GF/GP All Funds

GOAL: ENHANCE THE QUALITY OF MICHIGAN'S NATURAL ENVIRONMENT

Parks and Recreaticn $0.0 $50,132.5
Department Operations $3,726.0 $41,743.0
Forest, Mineral, and Fire Management $6,399.3 $32,289.7
Grants to Local Government and Other $3,633.9 $32,180.3
Fisheries Management $0.0 $26,980.0
Wildlife Management $1,776.4 $26,040.4

GOAL: PROTECT OUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER

Law Enforcement $1,091.5 $25,618.6
Other $2.2 $193.3

GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT

Payments in Lieu of Taxes $9,771.5 $12,4715
Other $0.4 $1,350.2

GOAL: IMPROVE STUDENT ACHIEVEMENT

Educational Programming $126.0 $9,981.9
Safety Education $5.1 $1,203.0

GOAL: SUSTAIN AND CREATE BUSINESS INVESTMENT AND JOBS IN MICHIGAN

Forest Resource Management and Mineral Lease Sales $0.0 $9,580.6
Michigan Civilian Conservation Corps $0.0 $1,058.8
Other $1.0 $336.3
Total FY 2006 Recommendation $26,533.3 $271,169.1
DEPARTMENT DETATL
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Fiscal Year 2006 Governor's Recommendation
Department of State
($ in Thousands)
FY04 FYO05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $26,698.5 $23,908.9 $14,265.1
All Funds $182,113.3 $187,179.5 $196,885.7
% Change - GF/GP -10.4% -40.3%
% Change - All Funds 2.8% 5.2%
Activities GF/GP All Funds

GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT
Branch Operations $2,564.0 $70,836.5
Central Operations $1,437.7 $38,799.6
Executive and Department Services $611.3 $28,456.0
Information Technology $1,854.2 $22.345.0
Regulatory Services $348.7 $21,599.5
Departmentwide Expenses $2,683.1 $10,083.0
Election Regulation $4,766.1 $4,766.1
Total FY 2006 Recommendation $14,265.1 $196,885.7
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Fiscal Year 2006 Governor's Recommendation
Department of State Police
($ in Thousands)
*FY04 FYO05 FY06
Appropriation Original Recommended
Appropriation
GF/GP $235,801.9 $244,380.2 $238,968.2
All Funds $461,175.3 $475,845.9 $544,103.0
% Change - GF/GP 3.6% -2.2%
% Change - All Funds 3.2% 14.3%
Activities GF/GP All Funds
GOCAL: PROTECT CUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER
Troopers and Motor Carrier Officers $120,586.2 $194,610.6
Criminal Justice Community Services $63,824.7 $139,565.4
Homeland Security $2.060.4 $131,475.4
Investigative Services $32,616.1 $50,423.6
Forensic Lab Services $19.880.8 $28,028.0
* Adjusted for program transfers
Total FY 2006 Recommendation $238,968.2 $544,103.0
DEPARTMINT DETAIL
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Fiscal Year 2006 Governor's Recommendation

State School Aid

($ in Thousands)
FY04 FYOS FYO06
Appropriation Original Recommended
Appropriation
GF/GP $377.800.0 $165,200.0 $20.200.0
All Funds $12,375,969.0 $12,527,440.1 $12,809,269.1
% Change - GF/GP -56.3% -87.8%
% Change - All Funds 1.2% 2.2%
Activities GF/GP All Funds
GOAL: IMPROVE STUDENT ACHIEVEMENT
State Programs
Foundation Allowance Payments $2,216.0 $9,683,000.0
Special Education State Funding $0.0 $960,883.0
At Risk Children Services $0.0 $343,457.0
Intermediate Schooi District General Operations $200.0 $79,955.5
Project Great Start School Readiness Grants $200.0 $72,800.0
Durant-Related Cash and Bond Payments $0.0 $66,960.0
Renaissance Zone Reimbursement $11,300.0 $45,000.0
School Bond Loan Fund Debt Service $0.0 $44,500.0
Vocational Education $0.0 $39,000.0
High School Curriculum Support $0.0 $26,300.0
School Lunch Payments $0.0 $22,495.1
Adult Education $0.0 $20,000.0
Court Placed Children Funding $0.0 $8,000.0
Center for Education Performance and Information $4,200.0 $7,243.2
Teen Health Centers $0.0 $3,743.0
Great Parents/Great Start Program $0.0 $3,326.0
Bilingual Education $0.0 $2,800.0
Math and Science Centers $84.0 $2,500.0
Payment in Lieu of Taxes Reimbursement $0.0 $2,400.0
Michigan Virtual High School $1,750.0 $8,000.0
Bus Driver Safety $0.0 $1,625.0
Advanced and Accelerated Programs 30.0 $250.0
Project Great Start 0-3 Prevention Services $250.0 $250.0
Federal Programs
No Child Left Behind Programs $0.0 $642,199.2
Special Education Federal $0.0 $410,850.0
School Lunch Payments $0.0 $306,190.0
Other Federal Funding $0.0 $5,642.1
Total FY 2006 Recommendation $20,200.0 | $12,809,269.1
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Fiscal Year 2006 Governor's Recommendation
Department of Transportation
($ in Thousands)
FY0O4 FYO05 FY06
Appropriation Original Recommended
Appropriation

GF/GP $0.0 $0.0 $0.0

All Funds $3,219,150.5 $3,279,058.1 $3,417,708.5
% Change - GF/GP 0.0% 0.0%
% Change - All Funds 1.9% 4.2%

Activities GF/GP All Funds
GOAL: SUSTAIN AND CREATE BUSINESS INVESTMENT AND JOBS IN MICHIGAN

State Road & Bridge Construction & Maintenance $0.0 $1,395,072.3
Local Road & Bridge Construction & Maintenance $0.0 $1,333,417.1
Transportation Economic Develoepment Pregrams $0.0 $42,661.1
Local Bus Operating Assistance & Transit Programs $0.0 $248,186.3
Intercity Bus & Rail Services $0.0 $17,101.3
Aeronautics Programs $0.0 $8,486.5
Rail Freight Preservation Programs $0.0 $16,082.9
Port Authority & Marine Services $0.0 $1,300.0
Administrative Support Services $0.0 $87,197.1
Information Technology Projects & Services $0.0 $27,460.4
Debt Service Obligations $0.0 $240,743.5
Total FY 2006 Recommendation $0.0 $3,417,708.5
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Fiscal Year 2006 Governor's Recommendation
Department of Treasury
($ in Thousands)
*FY04 FYO5 FY06
Appropriation Original Recommended
Appropriation
GF/GP $87,214.7 $96,153.4 $105,725.7
All Funds $1,748,142 .6 $1,593,061.4 $1,597,196.9
% Change - GF/GP 10.2% 10.0%
% Change - All Funds -8.9% 0.3%
Activities GF/GP All Funds

GOAL: MAKE GOVERNMENT IN MICHIGAN MORE COST EFFECTIVE AND EFFICIENT
Revenue Sharing to Local Units of Government $0.0 $1,121,100.0
Debt Service Payments $52,886.9 $89,001.4
Grants to Local Units of Government $2,422.0 $86,272.0
Tax Programs $4,387.6 $64,288.6
Banking and Management Services $8,388.2 $30,379.4
Information Technology $4,712.4 $16,654.8
Local Government Operations $6,198.8 $14,763.6
Investments $0.0 $13,660.5
Departmentwide Appropriations $3,328.2 $6,760.9
Common Cash and Debt Management $278.2 $1,060.9
Administration $1,262.3 $1,262.3
GOAL: IMPROVE STUDENT ACHIEVEMENT
State Lottery $0.0 $41,344.3
Student Financial Assistance Program $1,593.1 $34,874.8
Casino Gaming $0.0 $15,595.8
Renaissance Zone Reimbursement $2.,268.0 $2,268.0
Merit Award Administration $0.0 $1,636.8
Michigan Education Savings Program $C.0 $1,000.0
GOAL: MAKE MICHIGAN'S PEOPLE HEALTHIER AND QOUR FAMILIES STRONGER
Senior Citizen Cocperative Housing Tax Exemption Program $17,900.0 $17,900.0
Home Hsating Assistance $0.0 $2,036.8
GOAL: PROTECT OUR CITIZENS AND MAKE MICHIGAN'S COMMUNITIES SAFER
Commercial Mobile Radio Service $0.0 $31,320.0
Casino Gaming to MSP $0.0 $3,916.0
Supervision of General Property Tax Law $100.0 $100.0
* Adjusted for program transfers
Total FY 2006 Recommendation $105,725.7 $1,597,196.9
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Fiscal Year 2006
Sources and Uses of General Fund/General Purpose

(in milfions)
Estimated Beginning Fund Balance, October 1, 2005 $0.0
REVENUES:
Estimated January Consensus Net Revenues $8,156.2
Adjusted January Consensus Net Revenues $8,784.6
Proposed Adjustments:
Tax expenditures 64.0
Agriculture equine industry development fund deposit fo GF 6.1
Comprehensive transportation fund revenue deposit to GF 11.1
Liquor Purchase Revolving Fund 13.0
Total Sources of Funds $8,878.8
EXPENDITURES:
Fiscal Year 2006 Executive Recommendation $8,875.1
Total Uses of Funds $8,875.1
Ending Fund Balance, September 30, 2006 $3.7

REVENUES AND EXPENDITURES
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Fiscal Year 2006
Sources and Uses of All Funds

{in milflions)
Estimated Beginning Unreserved Fund Balance, October 1, 2005 $131.9
REVENUES:
Fiscal Year 2006 Revenue Estimate $40,530.6
Adjustments Included in Revenue Estimaie:
Tax Expenditures $64.0
Agriculture Equine Industry Development Fund
Deposit to General Fund 6.1
Comprehensive Transportation Fund Revenue
Deposit to General Fund 11.1
Liquor Purchase Revolving Fund 13.0
TOTAL REVENUES $40,530.6
Total Sources of Funds $40,662.5
EXPENDITURES:
Fiscal Year 2006 Executive Recommendation $41,166.7
Less: Interdepartmental Grants and Transfers (676.7)
$40,490.0

Total Uses of Funds

Excess of Sources Qver Uses $172.5

REVENUES AND EXPENDITURES
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Consensus Economic OQutlook

The economic and revenue outlooks were agreed to at the January 13, 2005, Consensus
Revenue Estimating Conference by the Administration, House Fiscal Agency, and Senate
Fiscal Agency.

2004 U.S. Economic Review

The current recovery is now over three years old, as dated by the National Bureau of
Economic Research, having begun in November 2001, In 2004, real GDP is estimated to
have grown by 4.4 percent, marking the third strongest annual growth in 20 years. Light
vehicle sales have remained strong throughout the recovery, boosted by record incentives
and low financing rates. Supported by historically low interest rates, new and existing
home sales have remained strong as well.

Employment lagged the recovery and U.S. employment growth has been uneven. T.S.
employment remains a quarter million jobs below its March 2001 peak. However, U.S,
employment has grown each month for over a year and, during the past year, monthly
employment growth averaged nearly 200,000 jobs a month.

The picture for manufacturing employment has been considerably less upbeat. Beginning
in August 2000, manufacturing employment declined 42 straight months. While
manufacturing reported solid gains in early 2004, manufacturing employment has
remained essentially unchanged in recent months. Rapid productivity gains allowed
firms to reduce payroll employment even as they continued to increase output.

Interest rates have remained at historically low levels. However, in the light of a
strengthening economy and inflationary pressures, the Federal Reserve increased the
target federal funds rate from 1.0 percent to 2.25 percent over the course of 2004. The
Federal Reserve indicated it would continue to increase rates at a “measured” pace.
Inflationary pressures will build with higher commodity prices and higher wages as job
growth increases. Energy prices, most notably oil, have increased due to a restricted
supply and growing world demand. Security concerns for oil supplies are also in the
forefront with tensions high in Iraq and other oil producing nations.

Federal government expenditures continued to report solid gains in 2004. However, state
and local government expenditures rose only slightly last year. The international trade
deficit continued to worsen over the course of 2004, In the light of large federal budget
and international capital account deficits, the value of the U.S. dollar weakened
considerably. The stock market registered solid gains with the S&P 500 index up 9.0
percent for the year.

Over the past few years, imports and transplants have continued to increase their market
share. The traditional Big Three market share has continued to fall, with their share at

CONSENSUS ECONOMIC OUTLOOK
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58.7 percent for 2004, a record low. In 2004, U.S. vehicle production declined 0.9
percent while Michigan vehicle production fell 6.7 percent.

The index of leading economic indicators suggests that growth will moderate in the near
future. The index declined five straight months before increasing in November and
December.

2004 Michigan Economic Review

Michigan’s economy relies heavily on the performance of the manufacturing sector in
general and the auto industry specifically. Given extremely weak manufacturing
employment performance, declining vehicle production, declines in Big 3 market share
and continued supply rationalization among vehicle suppliers, Michigan’s employment
performance has been below the national average. Substantial productivity gains in the
vehicle industry have also contributed to Michigan’s sub-par employment performance.
In 2004, Michigan wage and salary employment is estimated to have declined by 1.1
percent, marking the fourth straight year that Michigan employment has fallen. From
Michigan’s employment peak in June 2000 compared to December 2004, Michigan has
lost 344,400 jobs. By this time after the 1990-1991 recession, Michigan employment had
risen by about 200,000 jobs above its pre-recession peak.

In 2004, Michigan's unemployment rate fell to an estimated 6.7 percent. Michigan

personal income is expected to have risen 2.7 percent; wages and salaries income is
expected to have grown by 0.7 percent.

2005 and 2006 U.S. Consensus Economic Qutlook

Real GDP is forecast to grow 3.2 percent in both 2005 and 2006, down from an estimated
4.4 percent growth rate in 2004 (See Table L-1). High levels of productivity, business
investment, and an improving job market will help support growth. The end of bonus
depreciation, deficit constrained federal spending and rising interest rates will mute
growth.

Light vehicle sales are forecast to be 16.8 million units in both 2005 and 2006. Inflation
is projected to remain moderate at 2.6 percent and 2.4 percent in 2005 and 20006,
respectively. Interest rates are forecast to continue to rise but still remain at historically
low levels.

The U.S. unemployment rate is projected to remain relatively stable over the next two
years with a 5.4 percent unemployment rate in 2005 and a 5.5 percent rate in 2006,

CONSENSUS ECONOMIC OULTLOOK
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2005 and 2006 Michigan Consensus Economic Qutlook

Michigan wage and salary employment 1s forecast to increase slightly in 2005 and post
more moderate gains in 2006. After four straight vears of decline, wage and salary
employment is projected to rise 0.3 percent in 2005 and 1.0 percent in 2006.

Michigan’s unemployment rate is forecast to rise slightly to 6.9 percent in 2005 before
declining to 6.8 percent in 2006.

Michigan personal income is forecast to increase 4.5 percent in 2005, up from the
estimated 2.7 percent increase in 2004. In 2006, personal income is estimated to increase
5.6 percent. Inflation, as measured by the Detroit CPI, is forecast to be 2.4 percent in
2005 and 2.2 percent in 2006. As a result, real Michigan personal income (inflation
adjusted) is expected to rise 2.0 percent in 2005 and 3.3 percent in 2006.

In FY 2003, Michigan wages and salaries are expected to grow by 2.5 percent and then
accelerate to 4.0 percent growth in FY 2006. Disposable income is expected to rise 3.4
percent in 2005 and 5.0 percent in 2006. The inflation rate is expected to remain
moderate at 2.6 percent in FY 2005 and 2.1 percent in FY 2006.

Forecast Risks

If businesses and/or consumers lose confidence in the expansion, both national and
Michigan employment growth may be slower than forecast. If employment gains do not
materialize, economic growth will decline as consumer and business spending retrenches.
In large part, Michigan employment is still declining. If Michigan’s employment level
does not begin to increase soon, state economic growth will be below forecast levels.

Compared to other states, sharp declines in Big 3 market share would affect the Michigan
economy adversely. Similarly, faster productivity growth may decrease employment and
overall economic growth. Consumer debt levels, coupled with higher interest rates, also
pose a risk.

Continued higher oil and natural gas prices could curb growth by reducing consumers’
discretionary income and increasing production costs. Weaker growth abroad could also
slow domestic growth as exports decline. If the U.S. dollar declines sharply, inflation
risks would increase and financial markets may be shaken. Geopolitical concerns
continue to pose a risk to the forecast.

CONSENSUS ECONOMIC OUTLOOK
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Table L-1
Consensus Economic Forecast

January 2005
Percent Percent Percent
Calendar Calendar Change  Calendar  Change  Calendar  Change
2003 2004 from Prior 2005 from Prior 2006 from Prior
Aclual Forecast Year Forecasi Year Forecasl Year
United States
Real Gross Domestic Product $10,381 $10.838 44%  511.183 32% 511,540 3.2%
{Billions of Chained 2000 Dollars)
[mplicit Price Deflator GIDP 106.0 108.2 2.1% 110.6 22% 113.1 2.3%
(2000 = 100)
Consumer Price Index 134.0 189.0 2.7% 193.9 2.6% 198.6 2.4%
(1982-84 = 100)
Personal Consumption Deflator 1055 107.7 2.1% 1099 2.0% 1121 2.0%
(2000 = 100)
3-month Treasury Bills 1.0 1.4 24 36
Interest Rate (percent)
Aaa Corporate Bonds 5.7 36 37 6.4
Interest Rate (percent)
Unemployment Rate - Civilian 6.0 3.5 3.4 3.5
(pereent)
Light Vehicle Sales 16.6 16.7 0.5% 16.8 0.6% 16.8 0.0%
{millions of units})
Passenger Car Sales 7.6 7.4 -2.8% 7.4 0.0% 7.5 1.4%
(millions of units}
Light Truck Sales 9.0 93 3.2% 9.4 1.1% 9.3 -1.1%
{millions of units})
Import Share of Light Vehicles 19.9 20.1 20.6 21.1
(percent}
Michigan

Wage and Salary Emplovment 4412 4,363 -1.1% 4376 0.3% 4,420 1.0%
(thousands}
Unemployment Rate 7.3 6.7 6.9 6.8
(petrcent)
Personal Income $314,460  $322.930 27% $337483 4.5% $356,382 5.6%
{(millions of dollars)
Real Personal Income $172,307  $173.816 09% $177.342 2.0% $183.230 3.3%
(millions of 1982-84 dollars)
Wages and Salaries $176,493  $177.728 0.7% $184.304 37% $192.153 4.3%
{(millions of dollars)
Detroit Conswmer Price Index 182.5 183.8 1.8% 190.3 2.4% 194.5 22%
(1982-84 = 100)
Detroit CPI Fiscal Year 182.0 184.4 1.3% 189.2 2.6% 193.2 2.1%

(1982-84 = 10{)
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Revenue Estimates

Fiscal Year 2004 Revenue

Michigan's economy continued to be weak in FY 2004 as was reflected in revenue growth. On a Consensus
basis, FY 2004 General Fund-General Purpose (GFE-GP) revenue grew just 1.0 percent to $8,042.0 billion.
School Aid Fund (SAF) revenue declined by 0.9 percent in FY 2004 to $10,615.1 million. However, SAF
revenues were increased in FY 2003 by $450 million due to the one-time shift in state education tax
payments. Without this payment shift, FY 2004 SAF revenues would have been 3.4 percent higher than FY
2003,

Fiscal Year 2005 and Fiscal Year 2006 Revenue Estimates

On January 13, 2005, the Administration and the Housc and Scnate Fiscal Agencies reached a consensus on
projected revenucs for FY 2005 and FY 2006, Agreement was rcached on bascline revenuc forecasts and on
the cffect of enacted tax cuts. The January 2005 Consensus revenuc cstimates arc used for the Governor's
Executive Budger. 'I'he economic and revenue forecasts will be reviewed again at the May consensus
conference before the final budget bills are passed by the legislature.

A number of factors contribute to slower GF-GP growth in FY 2005, including changes in the earmarking
of the tobacco tax, the continued phase-out of the estate tax, and the final cut in the income tax rate. For
EY 2005, GE-GP revenues on a Consensus basis are forecast to decline by 2.1 percent to $7,869.8 million.
Atter factoring in proposed tax changes and other budget measures, total GF-GP revenue is expected to be
$8,517.3 million. On a Consensus basis, net FY 2005 SAF revenue is expec[ed te grow 2.5 percent to
$10,878.8 million. Including transfers, federal aid, and other budger measures, FY 2005 SAF revenue will
total $12,536.1 million.

EY 2006 GE-GP revenue will total $8,156.2 million on a Consensus basis, a 3.6 percent increase over FY
2005. Atfter factoring in proposed rax changes and other budget measures, total GE-GP revenue is expected
to be $8,878.8 million. On a Consensus basis, net FY 2006 SAF revenue is expected to increase by 3.9
percent to $11,300.9 million. After factoring in proposed changes, federal aid, transfers, and other budger
measures, SAF revenue will roral $12,785.6 million.

Overall FY 2006 Revenue

Total net revenue for all funds is estimated to be $40.7 billion in FY 2006. A summary of revenues by fund
Is presented on page E-8. The Detailed Statement of General and Special Revenue Funds presents
information for FY 2003 through FY 20006.

REVENUL ESTIMATLS
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Projected Revenues
FY 2005 - 2006

{millions)

FY 2005 - 2006

General Fund - General Purpose

Consensus Estimate 8,1586.2
Total Adjustments 722.6
Total General Fund - General Purpose 8,878.8

School Aid Fund

Consensus Estimate 11,300.9
Transfers and Federal Aid 1,394.3
Total Adjustments 90.4
Total SAF Revenue 12,785.6

Transportation Funds

Consensus Estimate 4.766.9
General Fund - Special Purpose 13,932.5
Special Revenue and Permanent Funds 977 .4

Sub-Total All Funds 41,3412
Other Revenue Sources 364.4

Gross Total All Resources 41,705.6

Less Interfundg Transfers (excluding GF-GP) {1,043.1)

Net Total All Resources $ 40,662.5

Economic & Revenue Forecasting Division
Michigan Department of Treasury
February 2005

REVENUE REVIEW
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Capped Sources of Federal Funds Shared Between State Departments

CFDA FY 2006 Budget
Number Title Recommendation
10.664 Cooperative Forestry Assislance
Grantee: Natural Resources 7,166,000
Grantee: Agticulture 2,075,200
16.580 Anti Drug Abuse Act—Byrne Memorial Zero Tolerance
Grantee: Community Health 18,038,900
Subrecipient State Agency: State Police 6,249,900
Subrecipient State Agency: Corrections 729,400
Subrecipient State Agency: Attorney General 225,000
16.588 Violence Against Women Formula Grants
Grantee: Family Independence Agency 3,811,700
Subrecipient State Agency: State Police 391,200
17.207 Employment Service
Grantee: Labor & Economic Growth 33,821,600
17.503 Occupational Safety and Health-State Program -
Grantee: Labor & Econcmic Growth 10,150,000
Subrecipient State Agency: Attorney General 261,300
20.600 State and Community Highway Safety
Grantee: State Police 7,389,200
Subrecipient State Agency: Community Health 750,000
Subrecipient State Agency: Judiciary 100,000
66.460 Nonpoint Source Implementation Granis
Grantee: Environmental Quality 6,500,000
Subrecipient State Agency: Agriculture 150,000
66.801 Hazardous Waste Management State Program Support
Graniee: Environmental Quafity 3,687,000
Subrecipient State Agency: Agriculture 204,400
81.041 State Energy Program
Grantee: Labor & Economic Growth 1,486,000
Subrecipient State Agency: Agriculture 997,600
84.002 Adult Education-State Program
Grantee: Labor & Economic Growth 17,250,000
Subrecipient State Agency: Corrections 1,877,800
Subrecipient State Agency: Family Independence Agency 150,000
84.013 Title I Program for Neglected and Delinquent Children
Grantee: Education 4,195,200

CAPPED FEDERAL FUNDS SHARED BETWEEN DEPARTMENTS
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Capped Sources of Federal Funds Shared Between State Departments

CFDA FY 2006 Budget
Number Title Recommendation
Subrecipient; Education via School Aid 414,483,600
Subrecipient State Agency: Family Independence Agency 374,000
Subrecipient State Agency: Management & Budget via School Aid 839,000
Subrecipient State Agency: Corrections 517,700
84.027 Special Education-Grants to States
Grantee: Education 18,447,200
Subrecipient: Education via School Aid 345,850,000
Subrecipient State Agency: Management & Budget via School Aid 150,000
Subrecipient State Agency: Family Independence Agency 132,800
Subrecipient State Agency: Corrections 100,400
84.048 Vocational Education-Basic Grants to States
Grantee: Labor & Economic Growth 41,200,000
Subrecipient State Agency: Corrections 275,200
Subrecipient State Agency: Family Independence Agency 97,200
84.181 Special Ed-Grants for infants and Families with Disabilities
Grantee: Education 261,000
Subrecipient State Agency: Family Independence Agency 150,100
84.186 Safe and Drug-Free Schools and Communities-State Grants
Grantee: Education 338,700
Subrecipient: Education via School Aid 12,050,500
Subrecipient State Agency: Community Health 5,809,100
Subrecipient State Agency: Management & Budget via School Aid 73,000
84.214 Title I, Migrant Grants
Grantee: Education via School Aid 8,186,200
Subrecipient State Agency: Management & Budget via School Aid 47,000
84.357 Reading First Grants
Grantee: Education via School Aid 22,264,800
Subrecipient State Agency: Management & Budget via School Aid 55,700
93.5568 Temporary Assistance For Needy Families
Grantee: Family Independence Agency 737,925,300
Subrecipient State Agency: Labor & Economic Growth 86,142,500
Subrecipient State Agency: Community Health 18,069,100
Subrecipient State Agency: Civil Service Cost Aliocated 1,669,000
Subrecipient State Agency: Judiciary 40,000
93.568 Low-Income Home Energy Assistance
Grantee: Family Independence Agency 114,467,700
Subrecipient State Agency: Treasury 2,036,800
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Capped Sources of Federal Funds Shared Between State Deparimentis

CFDA FY 2006 Budget
Number Title Recommendation
93.596 Child Care and Development Fund
Grantee: Family Independence Agency 141,705,000
Subrecipient Staie Agency: Community Health 1,930,000
Subrecipient State Agency: Education 25,000
93.991 Preventive Health and Health Services Block Grant
Grantee: Department of Community Health 5,725,300
Subrecipient State Agency: Family Independence Agency 243,400

. CAPPED FEDERAL FUNDS SHARED BETWEEN DEPARTMENTS
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SPECIAL REVENUE FUNDS SHARED BETWEEN STATE DEPARTMENTS

Fund/Department

FY 2006 Budget
Recommendation

Botile Deposits Fund
Environmental Quality
Treasury

Cervidae Licensing and Inspection Fees
Natural Resources
Agriculture

Comprehensive Transportation Fund
Transporiation
Attorney General
Civil Service
Management & Budget
Legislative Auditior General
Treasury
History, Arts & Libraries

Forest Development Fund
Natural Resources
Capital Qutlay
Treasury

Game and Fish Protection Fund
Natural Resources
Attorney General
Management & Budget
Legislative Auditor General
History, Arts & Libraries
Treasury

Game and Fish Protection 'Trust Fund
Natural Resources
Treasury

Healthy Michigan Fund
Community Heaith
State Police

Marine Safety Fund
Natural Resources
State
Management & Budget
Legislative Auditor General
Treasury
History, Ars & Libraries
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16,024,600
250,000

344,500
214,300

245,251,300
145,800
90,000
61,900
25,200
4,800

6,300

30,572,100
800,000
3,800

62,314,600
704,600
220,800

21,400
4,000
16,400

6,000,000
75,200

42,600,000
610,000

4,714,300
1,172,200
22,000
1,900
1,400

500
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SPECIAL REVENUE FUNDS SHARED BETWEEN STATE DEPARTMENTS

Fund/Department

FY 2006 Budgset
Recommendation

Michigan Merit Award Trust Fund
Coemmunity Health
Higher Education
Education
Treasury

Michigan Natural Resources Trust Fund
Natural Resources
Treasury

Michigan Nongame Fish and Wildlife Fund
Natural Resources
Treasury

Michigan State Parks Endowment Fund
Natural Resources
Treasury

Michigan State Waterways Fund
Natural Resources
Attorney General
Treasury
Management & Budget
Legislative Auditor General
History, Arts & Libraries

Michigan Tobacco Settlement Trust Fund
Community Health
Attorney General

Michigan Transportation Fund
Transportation
State
Treasury
Environmental Quality
Legislative Auditor General

Siate Aeronautics Fund
Transportation
Capital Qutlay
Attorney General
Treasury
Civil Service
Management & Budget
Legislative Auditor General

SPECIAL REVENUE FUNDS SHARED BETWEEN DEPARTMENTS
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50,300,000
146,500,000
16,359,300
3,436,900

3,292,800
222,600

685,300
4,700

12,375,100
99,000

15,776,800
92,000
75,900
51,600

5,600
9200

72,000,000
386,800

1,067,556,500
20,000,000
8,455,700
986,600
204,300

13,790,000
6,193,300
144,000
73,800
50,000
32,600
19,600
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SPECIAL REVENUE FUNDS SHARED BETWEEN STATE DEPARTMENTS

FY 2006 Budget
Fund/Department Recommendation
History, Aris & Libraries 3,800
State Trunkline Fund
Transportation 732,252,300
Capital Qutlay ' 7,714,000
State Police 7,667,300
Attorney General 2,861,400
Civil Service 2,000,000
Management & Budget 1,221,300
Legistative Auditor General 474,600
History, Arts & Libraries 138,600
Treasury 183,800

SPECIAL REVENUE FUNDS SHARED BETWEEN DEPARTMENTS
Plan for: Jobs Today and Jobs Tomorrow E-25






WOR LG JUBUIELRARS 1O S1LM {807 O} mucwEhmn_ SE s2Nag alels wiod) Buipuads arers jo abeluaniay

9'ed 7| 004920018 | 000'pICELS ooc'cor'eres | 008'9eR'inuis | 000'c00BOYONS [O0FTILOS | doETeNRNLing UOFSNUOISY S00Z Ad TYLOL
(G00°C0L2E) 0 ¢ 0 0 {ooo'00L 2E) (A 00000128} SUOIONRAN aSeydifg 1f PUB IOBIGST

0 00F' LO0'68 006'989'28 005'FLL'SE 0 0 ¢ 00F' LOO68 (i 00F' LO0'ES anueg a8

0 000'00L'1E1L°L 0 0000081211 0 0 0 00000 L2E) 0 000'00L LEL'L Bueys snuanay

025 L65'0v2’) O0E'BOZ'LEE 008'BER"2S 005 69E 'vRE C oop's20 | 0OF'SOP'GE 004 '8E9'ELE 00F" 95t 'CL 005°660°288 suonesadg
AHNSYIHL
005°82E'192"1 00F'998°C0E'2 0 0P BS6'C02E 0 00a'001's 001 2rg' 102" 005802 'L1¥E (¥ 00G'R0L LIPS NOILYLHOJSNYHL
006°L5+'0Z DOL'GLE9YE (00Z 896862 006976201 00z | 006°265'S 000" 1 28'041 002'sre'eas 008" 0EL 08 O0S°LBO'PE 304 AL¥IS
008°E68 00E'Z5S" 2L 001°592' i 002'£82'091 001 0 O0EEER'E 00..G88'92 L 000'000°0€ 00.°585'961 ENLAE
Oogvee'Rer Ll |ODOWEI'SER'LL  JODOT00E'0Z 008'vEE'FLFLL D 0 D05 P20'F2E7| o0L'esz'eonzl |0 001692 'B08°E AI¥ WOHIS
009'68L'2e 009°'265'922 00E'CE5'92 00E'¥90'002 00L'DE0'E 0 002 D6L'8E 006 L4r'282 002'L69°E O0L691 L4 532UNOS3IY WHNLYN
000'05 00.°6G6'49 002 8re 2 005'0L9°9E oR‘sse' L 0 02 LE5 6. 002l 158'sLL 008'052°) 00S'80L'LLL SHIYASy AHVLIW
0 000°09E'52 00a0sE'9e 00%'B05'Tr 0 0 C 000'088'62 008'BRLESL O0w'oY L 'EEE 139an49 ANY ININFDYNYIN
0 00t 0812 L 006°E2L'22L 005'95E°E 000 00F 0 0 00F"0E6 21 00g'108°| 006'162'021 SHNLYISIDI
002 '6L5'GE 00EZ6E'E19 Q05'8Pe'EL 0D8'EFS'aES '0EE'E 00z'882'S1 000 £25'TF8 004'8P9'6LF' 1 Q02'88P Q0F'8SL'9Lp | HLiMOHS DIWONCDE AN HOaY
005'295'F2) 005°2T6'9re 006°286'651 000'566'98 005'Sr8 000'981'E 006'E26'E 00£'691'682 006'895°E [008'82L 452 AdVIDIanT
0 0 v} 0 0 0 0 0 00L'S0FE2E Q01'50p'sLE ADOTONHOIL HOILYINEHDAN
00F'E98°LL 005 EE2' L 0D0E0GL'EY 002'ZR0'F 00226 0 0E'8L2'8 00Z'820'95 004'BFL 006'221'98 AHVHEN 'S1HY AHOLSIH

o 001 'FEE'BED'L OCL'PES'26F'L 000'00s'gk) 0 0 000'008'S 00L'PER'Sre'L 0 001 vea'2ro' L PPy [EIOUBUIL/STUSISALA

00t 226182 00b"228'L82 00 LE8'188 0 0 0 [ 00F° L2882 0 00 L28'L8Z safialie] Aunwug
'NOILYSNA3 HIHDIH
00t D8a'FLL 0052469211 [008°E09'80L ") 006'€L€'02 006'6E6'8 00£'68L'LS 009'88'061L'E 00EpLG 220 0060011 002 GL6'T2F Y AONIDY FINIANIHIAN AT
o} 005502 (05 G0E'S 0 0 0 o 005'502'S 0 Q05's0z's 301440 3ALND3XI
000'6L8'F 00rERLELE 00E0LS'0E 00L'es2'g8) 000°0SY 0 00,5662k} 001602'98¢ 006'960°21 000'80E'CLE ALTYND WANTANOHIANT
000ZFE'§ 1 08621 008 L60'B2 002 BEL'EE 009868 000 FFE'S 00F 616'29 008 LFL'5El 0 00R'LPL'SZL NOILYZNG3
DDEEEZ'EE 00E°028'1L28')L O0ED82'308°'L 000'085'99 0 00L°L LY 08'94E'0L 00R'265'288'L Ong'er0’| 0g'2ra'cas’l SNOILITHHOD
006'vL€°220'L 001000 't 005'688'026°2 008'09E°E2S'L 001 'DLr'68 00R DEr'SEE 008961 29F' & 00R'L6E'90E'0L  |0OF'SRF'FE 002 AR OrE 0L HLTWEH ALINDIANOD
0 005 ‘886'62 00E'6rP L 00Z'6ES'S4 000051 0000047} O0L'BLLY 009'£19°08 GOB'DL'S 00S'282'0E I2NALIS TND
0 00£582'21 ope'sg2'sl 0 ol sl 008'680°L 00L'SEE'EL 0 00L'SEE'EL SIHSIE UMD
000’5282 005 ¥80'SeR 002 Z00°842 (00E Z80°65 0 000'000°02 000'5A05S | 00S'85L°0LS 000°000'2 00S'85LELS AVILNG YLy
0 o0e'L2L'er ODS'0LL'ZE 00F'LLO"LL 0 0 0ovr'662'8 00012828 0OEESE'EL 008 08860 IYHINED AINBOLLY
ooR'SES 008'§10'02 D08 ZLG'SE 0L Ert' LY 002 'BEL 0 004'185'2E 004 'SEL°204 n0z'8LE'0L 006'ES0'EL L FENLINDHDY

a5an "I Ao WHS0RA SE0ED OOFId
: QIASNMaY : '

UONEPLAWWOISY § JOUIRAOD) 00T JESA (83514

SUMMARY OF EXPENDITURE RECOMMENDATION

E-27

Plan for: Jobs Today and Jobs Tomorrow






28 o v 2880028 pe9s‘asy'sLs 0EIZ 1IY'ES WIOL V0D
"SWEBOM UQIANU pUE LiresH LI uonedisiued Buisealou) Aq pue IoIABLSG JUSPMS
£ IOr'eor 088001 0'Z8s'0z AL £H18'28E g12r'e anpzod Bunowoid Aq wewuonauz Sures) aauoddns pue ajes e o] sseoor aacsdw|
6'6EE" I8 §'SB4'BE {gses's) (zeatr's) §'5z1'88 LBIOEY ‘SUS2W9 e 10} sanunuoddo Bujuies) Buolay)| 0} 588008 sackduw|
RETLTENET )
BEZE'690'C B'EOE'v6a'L {1 6aZ'82) (L5e9'28) 6'Z11'860' 6966 186" | sigeyytew Jayio pue saaifiap a6a(j00 uERE OuM SIUBPNIS |0 Jaquinu syl eiqnog
‘sweabosd
§29CEL201 6'881°'891 FA Wk 9ERLE #5r9'Sra0L £'Get'eel Apms paotreape 10 afiajjoo oy Ajrenb oym suspms [00U0S YBIY JO JSCMINU B} asEBIoU|
‘gaye) ucienmelt pue ‘ecuspuanE ‘Bugum pue Buipeal
S'02€'829°} (5086'6EL) 550°LS {Lgse'spi) B¥SZ'RTL z'L82'6 ‘saewauew u) ss2.6o.d jueoyiubis BuIASIYOE SIO0USS UBBIYIIN JO JAGUINL LY 9SERUDL)
usIpIYS
o9'v69'9E9 CB20°681 g (g 266'6} 0800789 1 220'661 ueBiyon (e o1 age|ear sweiboud aie0 puB uaReonPS POOLRIYD Aiize Aljenb axew
INIWIAIIHOV LNIANLS IAQHWI
atetred  io'sle LIESEHYS £908'001$ TVLOL V0D
‘Aages AemyBiy Buigesiou Ag
GErO'80SE oo oEZYTIE (v 6 PEF'EEZ'E ) pue safipLq pue speol ino Buaoidw Ag Bulwow soiawwod pue sidoad suebiyony dasy
*SAS84UISNG PUE SPIOYESNoy ueBiuony (e 0 daeear jewaiu) peeds-ybiy
P LL0S o0 o601 [o}s} +086'S9 o' Buiyew Aq Auunpoddo oiwouoos o} Apunluwco Aiaas xul of Aojouuyos) 1o emod au) asn
‘BIBUSD
0'SE0'ALE B5859'9 9'850'9 & 912 Pa6'0Le 089 JUS|ET AUIESY pUR SJBS 'SSISAIP S SAIUNWILLICD 2102 S ueBiyoly moib 0} snunus)
“8Iniry
6'66.'68F 20y Y irE'9 205 SESP'C8Y S'60L LY aul jo sapunpoddo J2aed Lo pasnany sixiom ueBiyalpy oF Bujurel ol 310W 3Rt
2'7ar'80e 6066 ANV | {B9L6'61) §'g9g'le & L9602 ‘ueBiyay Ul $qol pelejal DINE-UGCL O JSQUINU Sy) $5BSI0U|
‘sg0] mal Buealn
SL0L0EY LObE Op S'965'9E Rt 0'801'SOP §'g9ee'sE Ag aseq Wwsuno] pue ainynoube ‘Buumemnuew Bugsixa s uebiysiy usiyBuans pue ueley
NYDIHIIW NI SE0M ONY LNIWISTANI SSTINISNE ILvIHD ANV NIYLSNS
930 U IV "o/45
olupysy o LE 50Ad :

9002 Hv3A TTvISId HO4 SFNOOLNO HOd DNIL3DaNg

GET SCHEDULE - BY GOAL

=0}

E-29

Jobs Today and Jobs Tomorrow

Plan for



FPiEBrS

oH6°LIS treLeeees Y101 TVOD,
“S30|AI8% JUBLIWBACE PaIBEys BlA 101088 S312ALd BU) PUE ‘SIUSLULIBAOE
9'0BD90S | GGEYAL o 16e°L) {8aey) 2 LY 05 £2E1'08 |eao] ‘saipusbe [elapa; yym sdiysuone|al ealeiogeljod ‘Hucis aacidu) pue UIBUEp
"TIOPHICH, JUBUIBA0D
mo Buen pue suEdwoes sy 1wz o) vopniogad Aswn Suunsu Ag Busnoy pue yiesy
L'GEE'E} £'6R2TL Lers £92% OEBIZL 0652'LL ‘uoieanps ‘uswdoldwe U sjuapigad (B o) ajgelnba pue assnisul alow uebiuoipy aep
“SIH00 || BISAO
BlLEMO] S1IUM 118 - S0l 13U Op 0} AIBSSS00U SI00] SU) SARY SoA0dUIS 91815 2INS ayew
'uone|ndod Ino Jo aAlRIUASEIdas PUE aAISNIOU| ‘BSIBAIP 51 JuaLIaa0b no Buunsus Ag
(N7 a7 L'0gE's c'ogs's g'sgt} 586260 6'350'8 yiom 1e2.5 seanpaud jeyl soeid B puR Miom 0y 20Bid peaidl B Lpog Juawwaao opEis sxey
‘aueulolsd
, SINSEALL 0] A3ANS LoNoesnes uaz o g Buidojeasp pue $80/MSS BUILO JO J8quUNU U}
92r's L'8¥E 48 0 8'€E0'S LLvE Bursesiou Aq 808J-01-908) 10 SUIUO JAUIBUM 'SUSZID (B 0} 20IAI9S Alpusil) pUR IS8} JaH0
. '§)800 JUaWILIBACD 1ND 0} BNURUsS
676 LEE gger'sel 4'915'92 £309'6) i AN V] 6'98%°GL| pug WwaunLaaoB 81e1s uni 0] pasn athdinba pue 5100} ‘sasejdyom auyy afeuew A)ebnig
‘SIS00 PUE SAYEISIW BN Sanpad o ABGIOULDS] SallEACUL)
L'r2S'SR1 oeL0'ge 8670 {B'ELE) zZtes' 18l 508E'82 Bunuswaldw) pue saojaes Buluweays Aq Juswulaaoh sjeys u) ade; pai syl Ing
-ssao0id Jefipng peacidwl ue Buuawaidw Ag pusds am Jejjop 1efedxe; Liase
LEPDBSE rriieoz £voL's (rieeL) ¥ BEE’0SE & L¥E'E02 10} SYNSS} PUBWWISP PUE S1ninj Sy} 104 Aeme ASucw nd ‘PAouEeq Ho0ayoaud suj daay
INFDI443 ANY FAILDT44T 1SOD IHON NYQIHHW NI LNIWNYIADD IHYN
g'ovos FeyZzIos 2150008 - IWIOLTVOD
‘LoNEaIoa) paJosuods
vE8rLLL 676 SEre'st 7 EL0°} 6'6E8'S6 SERY'S SIeIS pue sxied 'SBI|IDE) SJEIS JO H8N SSEIIOU} PUB UGBS JOORINC SIUBYUT
SHULBd [BIUBLILONALS SNSSI 0) So3E) )
ZorLel 5089 L'02F I'6% g'gLL'elL 187 Sl 2U) 2onpad ‘Mol JILOU0oa pUE 20UBLLIOHad [BIUSWILIIIALS Y10G SIS0} 0} J8pI0 U
-ALIOLIGSS PUE JUSWILOJAUS 'Yieal
vy Z'899'8 {969¢) (rozi'n P LIO'bY £'88E°04 Ina uggesay: jey) sised pue Seseasip (ELAIUE puE Jue|d 8jeDIpe:s 10 [CHU0D ‘JuaAdly
VErLSY 6697 ZErETL (L1002} 6601 0'1E5% ‘puel 21gnd pue ‘pue)saio) ‘pue|uLe} 'ageds usdo aI0W BuSSEId PUE 1801
SELE'50Y B'EEB'SP 68BLLE FRELE 9BLG'LEr SGELEr JBlyJeaY pUE J3{ES ‘12UES[D S80IN0S2I [RINEU SUBBIUDIN PUE SoxE B B3 BB
INFWNOHIANT TVYHMNLYN SINYDIHDIN 40 ALTYND FHE IDNTYHND
T SRR Y s wnA 1Y d0/45 AGIIVEIS/ V0D

S eluvyn S0A S0A4 . o

9002 JV3A TvISId HOd SFWOILNO HOL ONILIDANE

BUDGET SCHEDULE - BY GOAL

E-30

Plan for: Jobs Today and Jobs Tomorrow



S o L <t
| g'699L02s SrIY'Pos'ses 9'96¢'669'8% UOHEHUMAIUOISY DAL “IYLOL m
. ; -
{o'oo1'ze) ‘SUQIICNPAJ BSEYDIN 1| PUE J0BJUOD n_D
48]
- . e " &
100588 LB TTLTS LT8LZ1'TS TVIOL V0D a
gazs'/ee 6'/86'651 LZ15'p 9'v6a'l 2 9LB'Es2 £'E60°851 $30|AJ9G [BIOIPN palepue] A[euoINISUOY - AEDIpnp N
‘sulgjsAs %
uoewuoy aonsnl reunwuus guebiyogy SuipeiBdn pue Ayunuiwos sy u uosvaadns
£'229'eLe 6'215'202 2'979'%e Lora' sl 1'926'80¢8 BoeRvEl sajoled Bumoadun ‘sprepiaoe oyen snoyas Buppnpal Ag Alefes oyqnd [eiea0 aoidw| 5
‘sjeaIy] 0} Ssuodssl PajEUIpIO0D
pUe SAloaNS ue aInsu| oy saisuabe syl0 pue 'pIEND [BUOBN JiyALLY U uawIous
£'955'26T ¥ iBL've £'685'48 £ g9l 0'£96'P0Z 2282 ME| [E00] '20lj0d 81815 B4} WOy S83IN0$a) Suneibajul Ag Anoss pueiawioy aacidul
£'046'895"L GOSL 1P L STA0'BL 0'S69'0L ' L06'SiP') 9'650'63F’ | 'su0sid aindes pue ajes Bujeisdo AQ S8iUNWIWOY puE SUSZRD S,UEBIYaIWY J9810Id
256081 6626162 S'GLB'D {rreoc) L6 6LY £P56'Pe2 ‘uefiyaiy ul ewus aonpay
HISVYS SALLINAWNOS SNYDIHDIW INYIN ANY S NIZLLID HNO 13310Hd
§°209'59¢¢ TISVERERIS V101 V0D
suiesBold Juawsamdwn Apenb un pafiefus siepiacid aieo
000L'ey +'52e'9 o=t TN 9'rEG LPGE'LE 8 0RE'S Yieay jo 1aquinu ay) Buisealouw AQ 81ED yeay pur Ajgyes jiaied sueBiysiy samidw)
BuUCp sab om Aem aU3 Bugtiesls pue ABojouyos;
2'E05'688 Soba' sl 1'9/1'02 [ooEs'a) L 2el'888 S 991'vR1 Buiaoadul ‘81500 ||RIeAC Bulamo| AQ S801/USS UBLINY PUE LY ESL JO ABAISH Sul saodw]
'S80IAIDS UORUBAIZIUL
1’02122 9'GBE'CE Fagl’s £EE0'E LEEL'GLE & LOE'06 ALlEa pUe UopuaARId O] S58308 SABY SUSZHD SiGEISUINA SueBiony 1eL)y 2mnsug
_ Bupows uad) Jusasad pue Aisaao acnpat o) uefiyoyy 1egyeay & 1oy uolduossld,
£92eTIe L' 20E°'8S S LISE (g ecza} BYSL'802 666559 s,[e1auap) uoabing alElg ay) Buylowoud Aq Lyesy aygnd sus 1ojoid put aj| Buciold
Lreptl e S'0I8'80E {12511 resoet Z950'eee 6'688'LLE "WUSISAS BURjloM [HIUD LY LI LBIPILD JO Jequuinu 8y} sonpay
9'GGE'82LT S IEC'H Y 2009281 FeELEL ¥GGL'SFSE 1'859'29p SApaaod u) BUIAI UaIPELD JO JSQUUINY 81 8oNpsy
‘POIGES|D B4l PUE SUBELEA 'AIISD|& BUL 'S8)LUe) ‘USIp]IUd aLloou
5'205'660'6 6'812'009'2 Lpee'es 1 8£0'COE BLFLLLTE goe9'erz' -MO| 0} S3014488 2120 Wia)-Huo| pue 9snqE acUEISNS "Y)EBY |BjUSLU ‘|EDIPSW SPIAGIL
‘sjinpe
G ZEB'PEY 61£2'181 {o'ga9'se) 0'629°L $'2T9'0cs 6'ZrY'6L1 Joj afiesaa0s Uiiesy Bulisixe aa1o80id pUR USIMILS PEINSUL JO 1BQUINU SU} §5ES.0U]
HASNOYLS SIIMNYL UNO ANY HIIHLTYIH 37d03d SNVYDIHIN IV
T BPund Y K:ZE SPUITY (¢ PT3YAT JGETT
S0Ad -~ alhimyy - S0Ad S0Ad

9002 "v3A VIS4 HOd STN0I1LN0 HOd DNILIDANG

E-31

Plan for: Jobs Today and Jobs Tomorrow






‘uoneudosdde 5o0g A4 U1 pauiejuoca [euswe|ddns +00Z A4 9PNV 10U s80p uoieonpd Jaybiy
-aunjesibe Aq peidope Ajensed ‘uonepuawiwicoay 196png S00Z A4 sJouwlaaog sepnppul Avpng [ende),

$°699'502$ b &bo.mhrba g'rey’ _bh.an. :.oauﬂnoEEouo: 9002 Ad V104
8 001t mmv SUOHONPAY 9SBYMN || PUB JOBIUCH
%9°tE £'8er'01 6'088'25 9'8br 2P 9olnlasg 198Q
%91~ {(0-908) B'8E8°2S 8't0L'ES AHNSVYIHL
%00 00 00 00 NOILY LHOdSNYHL
% 2- {021¥'9) 2'896'8E2 Z'08E'vr 32170d 31v¥1s
%E Of- (8'vy9's) L'G92'PL 6'606'€2 31V1S
%8 /8- {0'000'st1) 0'002'02 0002591 aiv TO0HIS
%l 8- (£158'2) £'££5'92 0'688'82 S3CHNOSEY TYHNLYN
%9'e §'L/6 g'ere'ee 2'0LE'8 SHIVILAY AHVLININ
%9'0- (g'eez) 90598 Z'v89'9e 13909 ANV INIWITOYNYIN
%00 00 6'€.1°gel 6'EL1'22L JHNALYISISET
%6 Le- {5°689°02} 5'gpe'es 0'BES'T6 HLMOHD JINONOJ3 UNY HOAY]
% | 9'v68°1L 6'L86°651 £'660'851 Advioane
%070 00 0 00 ADCIONHDOIAL NOILYWHOSNI
%8'G- (£'259') 8'0sL'er G'E08'SY AHYHEMN 'S1HY ‘AHOLSH
%l'9- {'999°201) 1'pERZ6Y | G'005'009° | PIY [BIJUBUIL/SDRISIOAUN
%S |- {81y riee’leg 0'it2'68¢ saba)(00 Aunwuicd
‘NOILYONAd H3aHBIH
(2'820'¢) 9'€09'901°| 9'289'60L°L AJNIOV JONZANIJIANI ANV
00 §'602'S §'60Z'S 31440 JAILLNDIXT
G'BESL £01508 1/9'ag ALVYND TV LINIWNOHIANT
6'069°1 9'160'82 Lv6E'9e NOIL¥DNA3
Z6LLLS £'082'608'L L'1SL'R02°1 SNOCILOIHHOD
6'8¢.'29¢€ §'6£9'026'C 9'016°259'2 HLIY3IH ALINNIWWOD
(8cee) £6ry'L 1ELe'L 301AH3IS TAID
€929 £'682°21 065211 SIHOIY AID
L0001 2'200'0.2 L'200'sre AY1LNO TVLIdYO
£902°1 FA WA 6'E0S'LE AYHINTD ASNHOLLY
{8a1g'l) 9'245'8¢ v LBC'0E JYHNLINJIHOY
UOREPUUIWIODEY | L UORRLC0IA: " INGWIHVdG
sjouioncd goad | as%o soAd S

Amu:umso:._. ul @.

3AS0dHNd TVYHINIOD/ANNL TYHINTO

BUDGET SCHEDULE - BY AGENCY

E-33

Plan for: Jobs Today and Jobs Tomorrow



‘uoneudoidde ooz A4 Ul paurgjuos eyuswe|ddns F00Z A4 Spnioul jou seop uoneonpg JaybiH
-aunye|sifis] Aq pajdope Ajjenied ‘uonepuswwooay 186png 00z A4 Stowsaon sapnjoul Aepngd [euden,

SANNd 1V

£'%89'091° 118 Z'9l8'61Z'0v8 | UONBPUSLIWOISH 9002 Ad TVIOL
(o'ooLge) suQlonpay aseyding || pue jsenuc’

%E'B 01662 P 100'68 7'ost' 18 8dAeg 198q
%e 0 (§'51¥'e) $'GBL'80S" L O LI9'L1G'L AHNSYIHL
%e'v ¥'059'8E1 ge0L'LIp'E L'860'6.£8° NOLVIHOdSNYHL
%E¥L 9'5Ee'89 §°180'vPS 6'Sv8'ssY J0170d 41V1S
%e 5§ 20046 £'S89'961 5'641°281 JiVIS
%e'a 0'628°182 1'652'608C1 LOvy2es' gl aiv TO0HOS
%9'¢ /'EE8'9 L'68L'LLE '6ee' e S3JHNOS3H TYHNLYN
9%8'G |'S6e'9 S'80L'ALL FeLLaLl SHIVJAY AHVLITA
%C 6 L'9eL'61 2'9rL'eee 1'oLreLe 1393019 ANV LNIJWIDVYNYN
%00 00 81€.'921 61£2°921 JHNLYISIDAT
%88l B'ZLE'VES ¥8cL'elrl 9608 1¥2' | HLMOYD JIWONQD3 ANY HOAvY
%8| LZLS'Y 9'92/'.5¢ £'912'e52 Advioianr
%S S'999°Z1 L'SOP'ELE 9'g€2'09¢e ADOTONHOIL NOILYWHOLNI
%9 |- (£'v08) 6'841'99 9'£80'2G AHVYHEM ‘S14Y 'AHOLSIH

%8g- {rale'sp) L'PE8'2ha‘ L S0SL'069°L PIY [RRURULY/SONISIBAINN

%S 1- {o6lt'y) y'128'182 0'/+2'692 so69)109 Ajunwwog
‘NOILYINJ3 Y3HDIH
5'8bF L1 Z'8i6'92r'y 2925’ 162'Y AONTOV FONIANIJIAN] ANV
00 §'50g'S §'60¢'s F3144C IAILNDTIXT
2'984'28 0'80E'eLE £'695'0ve ALYND ¥ LNJWNOBIANS
86511 g 1¥i'sel O6YS'ELL NOILYDNA3
0'09¥ /6 9'Zro'ess’l 9'2eL'o8s’t SNOILD3IHHOD
¥'€89'49 Z'E88'0re0L 8'66L°ELL'DL HLIY3H ALINAWWQD
gLPLL g'88eg'ee Lorl'se A3IAHIS TUAID
1'Zr9 L'GEE's1 0'£69'2! SLHDIH TIAID
(e'6E1'76) §'6851°218 8'862'909 AYILNO IYLIdYD
9brO'e £'082°59 L'5E8'29 AYHINAD AGNHOLLY
(r220'€1) 6'ES0'ELL £leL'ogt FHNLINJHDY

"doaddy [B{BMO SOAJ WGH] | UO[IepUSIILiodoy | ,UONURJoIGHY | AONIOV/INAWIHVLIG
‘00U 9,101I9A00 90A 8 JOLHOADE) 90A-4 1SUIBLIO SOAD - U :
- soualayia : _ R
B (SpuesnoyL ui 5)

BUDGET SCHEDULE - BY AGENCY

E-34

Plan for: Jobs Today and Jobs Tomorrow



asoding [elsuan/pung [eieUaL)
suoljeudosddysainypusdxy |Bo110)SIH

‘ 015'990°26%'8% | 200402'650°08] SCUMD'WOM'ES | S0S'e00'00'es | Su0U LY IR | GRUUSe'BIFYS | sevtITsu s STVIOL
SUCHINDAY BSEUIN ¢ PUE JOEIU0D
009'BrE TR 90Z'89Z've £og'osr'L2 LZE'FI0'98 ODZ'SFL06 05t'2LE'v FLOPRE'SL) L68'0F'GLL | 000" Z08'E01 2GR LFL SIIMISE 1920
O08'POL'ES L85'962'1L9 946°085'L9 YLE'S0R'ED [§:74: 10 93 BEO°IFE 6L S1E° 12842 LIEivEES £21°606'25 92.'968" 12 Aunsean|
0 0 b} 0 6 0 0 Q [} 0 UeBpOdsIe) |
00Z'896'862 002'08 e 508'TTS'9eR 691°1rL'6L8 L55'££6'962 2SO'TPS'BIE | POB'0SP'SLZ | 6SO'PPE192 | BLFS6E'OPE | PELDBO'SOR oLt 96t B 2004 ARG
001'592'FL 006'606'S2 S51'985'02 0BFFLE'OL B0G'GLELL SrLBLF'00 SRA'BEE 00 RS '96E'29 HE6 PIG'ES 159'6/8'12 ZBATEELL S[eG
P2LBITELL'S s89Lag 100G
000'002'02 a00'002'59 1 BPLL6LLLE £LE'B50'08E BEL'L6O 861 SIRLEEERE | EORELL0BF | IAEGLEIF | Z6LL06°GLE | OOWIPE'ALE 000258 965 PIY 100305
01'958'181 UneaH 2gng
ODE'EES SR 000's88°82 PSgESS LE 8LL0LE'FF 25L'C6E By HArLT'LS FEL95P'SL 100'382'8F 29259005 SHE'ROR'er 18L'EE9'2S $22Inosay eaneN
D02 'BHERE 00702848 FrLTOS'SE ZEFEraie LIFLLE'0F §86°L98'Er L LIEEE 065 'B616E LEL'oee e ZEFBLY'EE SERTGL'YE SHEHY SUBIDIOA PUE AlRjIK
L 16986 /8 G85'LBSE5 SoEOrL b S04°/80°58 2EVQELSE pun4 o1Bajeds tebiyoy
Qr'sieerl | DIE'Q00L | BLL'E25°66 1102918 UISSIILLIOY SQOr LEBILIY
BEQ'SL sjonpord oiboioig webnoy
I8 ERLPAY | LNeaH (el
AAERLYE £01'08E'E2 Buify
008°0GE 98 002 ¥89'08e 968 FrOEE 956" LOF6E 651'096°E0 209012 985'R4G°G9 E66°262'6Y BYE'ERY' LY 2/1°299'65 008'ZLRLG 1afipng pue juawsbeuey
£5¢'260°C8 S22'Tee'0e BSE'SFT 0L 2FEETL 62 £92°085'22 6L2'418'92 teBijoiy o Areigr
L20'e02'el SEA'89S 2L LLL208'LL LYAVEE'0L BEABRL 0L SBZ'ELE0L BisuSE 0upny SagBEiba
00664 L 'L D0B'BLLEZ) SE8'PEETLE Z15°982'2281 £86'SEL G2l 020'ZFFELL 66°2E8'FOL B20°258 56 £LL/89'68 ELEGrY'Z8 2BO'EFF /R sumesiba
9ER'BL2'92 Jogen
05 8F8'es 000'BES'FG 926'S5t° L UPMOIEY DIUDUOYZ PUE JOYET]
006°288'651 00S'EB0'REL 920'Z0%° 19} 03287124 S1E'LB5CL L ZPE'FIYesl | 9BE'LER'99L | BOSQLL'PEL | 6LOSSLUARL | BL0'ORE'LYL 28Z'026'vE ) Agipnr
] 0 ) Q 0 0 ABOauUYe ] uowBULoL|
DOR0G1EF 005 B0R G YEB'SLE P BULOLE'ES BYG'LBLGS SAUBIGN PUB SWy osIH
001 'rEg'Ter’ | 004'B0S'EPS’L 652'68E°155"L £0G'6RS' LY.L | ZIE'4LLEEL8'L | 882 409'ERL ) | SLEPPE'SIYL | BHS'G/Q'I0G| | DOS'Y8P'EGS’L | EOR'SGYIBY L | vAS LEDOLYL PIY [BIDUELI4/SAMSIBAN]
00 428182 002 '892'F62 ZLE'BLLGLE 2LL2LS'L0E £51'298°61E DE2'GLE'PIE | BSP'RSL'L62 | SOB'GRIINT | 0L5°5PR'FLT | OLA'9BL'EET £84'600°E52 sabajon E::EEom
ucgeInpg JeybiH
009'£09'901°) 008'289°%601°L SBI'TFO'GLO'L SOZ'EGE'BLL'L | reB'AFYOBL'L | 228'FE'EST) | BSSERE'QLLYL | GEO'BPS'ETLL | 610°S09'IEDL | 0Z6'00T'OLLYL Aouaby souspuadspul fjLed
00% S02'S B0S'S02'S SEO'ELE'F e6LTE0's LIZEPP'S L2PP08'S 0R6'LLE'S 204°280'S PREELL'S ORG'LEL'Y L10'sER'Y SAIYD) @AINDaNT
00E'0L5'0E 008'1£0'92 655'8:9°09 £LF86L'S. BYE2FR98 LEYEB0'S6 BLLOPG 6L PELLPL'ED £26'7PS'ES 074962 'vS BS6 208 EY ANENY (RWRBWUONALT
009'1L60'92 O0L'PER'9E B/1'992'02 Pab'ros'as $29'062'vE BLA'PL0'SE 925'08T 2 £eruee'sy SER'BO6'SE 1BSEL0'ST BR0'ERY LY uopesnps
00E'082'508°) ooLLaL e LEG'EFE'R9S'L BLO000'SRS' | S0L'62K'58ST | SPEYEE'SDY’L | CRR'ESO'GRY'L | 6652/0'G.ETL | SeFEL9'HBZL | FET0SF LB | PEL'SHET002'L SUCIISII0T
2LLESTLL 062'519'08 P6'90S 98 BLE'L00'CR 802'845'04 08£°552'69 280°132'sL 085°20L'CH sanjAIRg ASNPU| pUE JBLUNSUOT
D0S'5E9'026°2 009'016°285°2 PES'TORGTY'E PESTIOV'EIET | LIGZ2E'YRY'E | UBY'DEE'BRY'E | YIE'ISH'65SE | DELEEE19GE | OCEYSLGER'S | PIEGEY BEFE HesH Alunwwog
9E1'001 62 SOIBLUILLIOD)D
008 B2 0018292 5B0°0FS'L H65°058'6 £RF'IGL'E LBRERS'EL LF2018'LE ZEe Br2'SE OLLLBLEL LEE'LLO'EL QLE°268'EL ealneg 1D
00E'582°TL 000'6G2°11 LEF 125 L 289°860'21 9GF'ZTSEL Z26'222 L SO'59L Pl 8ZEP0LTL GRE'SLRL | 2PT0SLL) £BLZ6E'LL SBie 1,
2EEFEE'02 08L€90'62 268°8LL'62 caRLSL'El 2ie00e'ee uswdo|eAsg 1881ES)|
002'200°es2 008°'r6E Bre 2E.'085'828 855'120'51E 62F'cel'00e PrO/QL'02E | 622'2G2°088 | BOS'6/ETBEE | £BR'ESEZS2 | ZSY'BBOMOE £2r'8/2'061 Aepngy jepden
002'0LL2E 006°805'LE PECTHY'LE 59816562 CLOL08'FE 825°808'FE 26E'682'FE OF6'EFE'0E Lee'orL'ee L0L'g2L'8e ZiF'orl'es felaussy Aauuony
009224582 O0F° L 60'08 GHE°98S 2R G8E ZRY'GE 2682866 AP FR0°2G 291 '986°CS §L0'CE°6E 51812 205 LIGGE 662 LY 'EF ainynauby
T T owas ST | POeaRs 6ond | PoeaRa ToAT | PoRea T0AT | poeda o0 | puedns 6er et exd | posdn 56k PN TR

HISTORICAL EXPENDITURES/APPROPRIATIONS

E-35

Plan for: Jobs Today and Jobs Tomorrow



ELEETIYN

| A} ety 60 |

WL T

Fi'80%'58

FLir'€08'58

...Nmm,mma_om
‘. d

SAaNNd TV
suoijendoiddy saunypuedxy [eauoisiH

ZEGEGE LR

| Pz 99)

206° 101 L07'088 | Z09'1RU'L6Z'6CS | IAO'TOL LI0'EES | THOWTL LT IES | TV RTRSYSS | 119720008020t | t00'ain'zes'ies | nis'vzs'asa'one | sos'zes es0i0ns FNLIOL
SO FSEYTN || DUR 1DELUGT
o0F'05E 18 LBE'E5ZEEL 08%'665'08 ORS'6ES'05 LZEFLLO6 BEL'GHF'LE 05r8 18" FRELEEIL 1EFOFLLLL TRLER0FIL SEL'RIEE L BUMIBE 1960
C03'5E1'805'E OO0'GEY E G Go8'H1S'56E'E | Z05'CIE'ves'E | f06'mIB'FES'E | SSELLFLSKE | GEE'EOFESH'E | LME'SEOO0L'2 | GZE0BTSLTE | REECLIBERLE |92 IEE'GR0E | BLE'ELLZBA'L fngeany]
00FB0L L LY 001'850'BL2'E CL0'0PTLS6'E | @vl'soa'esE’e | erl'soR'ecE'E | LEOROKLGRT | GUR'SFEGLL'T | POS'OAFO99'T | SBCGOVIEET | JROBSOOFS'E | AG'EEURIEEZ | BSS'SRDPEL'E T T
005" 90" FFS COE'SPR' ST HOE'E5H' LOF +90'629'£6E ¥O0'628 C6E L OETEDF 22E'6LLTIP 08E' 155608 LLE LEBEEE SEF'EBF S FE LO%° 2ZF 05 TEOG0E"0ZE U0 ARG
004'SER'S6! 005'641L'2B1L LLE'GHE TR} LPU'ZPE09L LFIEPZ09) 0o LZo'Eal OEE'9LE'CBY BEL1BE'B51 ZTHELE'9GE SLFGPIRP) HPE'BEL 051 greiararl ams)
B0/ 00E'ZLE'R SEJIAIBE (81005
0L BT BOEEL DOK'OPY' 4282 FIZZOOZOE'TL | ZLE'OPS'SRE'El | elE'araiorEel | BrOERECLEN ) | GETECESGE'0L | MIVERAEI0'0L | ODO'GLEAPEE | DODUER'SOFS | OOD'SIE'SLE'E | DOOERY LEE'E Pl [o0Uns
SrLBEE 09 uHe=H Diand
oeL'8aL LIE 0o 'gtE PIT b Th=1 A 960°1p1'952 860° L1952 1960 ESE OEE'0L2'292 119'P5E'05E STLENEE FLVFSROLE SLE'2RT'A6L EFE'952°LLL SHUN0SEY [BIMEN
OOEBOL LD OrEILOLL £ PEE'DOL FLE'GEL LOL FLE'ELL LOL E¥E'ERS'Z0L SIE'085°66 GBE'ETE P 099'526'06 GEE'OBE'RL {ERTLEER EO9' PR 2L SURYY SURISIRS, P AIENR
ESL'602'9EL DGE'ZS0'6E1 9EE'ZI0'EES EUg'298'F04 192°908"59) GRA'POR'Z0 L pund sbereng uwius
P L00'ES 9rE'955'9%6 ESHURTCRE BIO'BIE'GLE UOIREILILINT SO0 UBGILDIKY
BEL'LE LU'YEL L E gzv bor'al S}HIPDIS 2iBoioIg webniowy
229'D09° 188" L WlESH [Ele
0LL'SEL 201 BI0'090FE Buiby
OORIFLEET BOVIHELE 6107122902 565'29E'521 SEELE'TLL S0B'SLE'06 4 FEEEILEN 2L'B1G'L51 EFZDILESL YEEL6EPEL EYOTLOERL 1L I LEL 1efipng pue Jswabeumy
FOVLZELE ¥LLLES'SE 0L6°1€1'BE 00F'980'9E LBPPRL LR Z990LE° 1L uebioy o fueigr
LB'PEE'SL EZE L ¥5'FL B95°LET'E LE0'658'E) VIE'SSO'EL PE6'OZE TL [BIBUSE JOIPTy BAlEEtE
006" LEL'BEL 006’ LEL'9Z 1 OGS LI £TPIPLIZL £2ravs ezl ELFELSBEL LOB'E0LELL 02L'Z08'50) YEFURE9S 55 FEZ 0B 5lEs20ag 206°'5.0°08 aanyesitisn
GOFEELBIF L 005'SSE' 1 PE' ) LLL'GB'G IMAES} DILGLOIT PLE 10GET
LEELBEPLE 1227
0088 25T o0 'NE ESE FOL 1299 FLUSITZET *VSIEZEE OFE* LD 2EE CLL'LBreE B2Z'PROYEZT 26E'9L0NIE 058'665 +DE ¥ZEFOLLBL SOLOE 0N Aiezipnr]
0L 'S0F 626 O08'5EL'09E G5LLIE IR TER'ERL LEE Z5B'EvL L6 ELE'S05 FaP AGTHOULYOR ) URLIInN|
006'8L1'95 00 EBD ¢S 90'PET L8 +0A'ERE 65 +0B'E66'69 9EF LEPEL SBUIEION PUE S AI0ISIY
001 'PER'ZRS 1 004'854EEL 905'S29'EFe’ L | OSE'ORLprE'l | OSE'SB'pEE'L | SOVOSEORE [ OPS'ZPFRAE'L | OPFPOEGALL | ZZEVRLROSTL | ZE09918YL WEOLEETERL L ALSASE'TIYL P [RITUBLI A FSEUSIEAIN
[ - 002857 762 TIE6LLBLE SBO'BPEOLE SEI'SFEOIE £LELL2'0RE PiZ' RIS BSPRSL'LEE SOE'EZ 19 05GP PLE 9L2'981'292 284 '600'ESE sefay a_s..EEom
ugeonpg el
002'5.6'82F 1 00C' tFLB6E'Y GCE'OPOGEPE'E | GEL'/G'SRRT | G21'G.G'900'E | OPOPER'0LEE | IEP'BEY'SSE'E | S65I6B'EECE | LBU'LGY'CHE'C | GOL'PUS'BLTE | JLL'EIT'SEFE Aaustiy acuspusdapu Hiusy
005'S0Z'S 005°502°S SETELOY BEL'ETN'S 861'E2O'S LIZEFF'S EEE'¥E'G 095 LLP'S 04290 PRE'RIL'S 0BT LR LUO'SER'Y AU axinoag
oo0'ene BL€ O0E 595 THE BIE'E06° 24T PILESY'ELR $9L ESO'ELE 080'8L L ¥ SEE'EELLLE pAaN-=T 812222 BY 294'586'181 L¥E'Z06'E6L 9TE'508 08 AnEngy [EpLewL0aAT
00g' 1#1L'5EL WGEFEELE SEL'ET0ES SLYELFERL SIGELFERL OZR'BE0ELE 10z 209'629 HTE LGSR 2LE'EEL PR 802 298 692 BEE'LWIENL D0B'256' 16D uopezanp3|
0%z Eeg' s faln= T (- -l £LVEEL'ESS L | EROSER088 | | EGY'SER0EY) | 0LE'E0ELES'l | 1LS'SPEE0LL | SS1°ESSIES’L | PEDCISESHL | GELEGETES | LBZ'ZEVBIE'L | BEE'LEE'GEZ'L IR
tBL'9LE'SLS L8596 ETE LP2'GU6'E2Y LRLUGILE 1ZLGLE It OLE'ELE T LEE 267 OBE 1hL'gER g 052" 26 95¢ FE0LIES ARSI PUE SBUNELOS
002 ERgOFZ0L 008861 EL1 T LEG'1BE'0S0D | GB0'SEC'PE9'S | @ROYBECFED'S | LSE'ORFYLE'E | 109'SER'vE0'S [ SRYESFGLTE | 680'9S'PESL | SALPALETY | SPO'ZED'ZRE'D iEaH Apunues|
POE'FRL GG BOIBLLLIDT)
005'BEE'9E o0L'ErLEE OES'29L'PE 520995 BT G20'805'BE ¥99°L9Y 62 BIZ'FFFLE ESL pLB'RE £52'5159'62 BLE'002'BE SBY'ERE G2 L 9E'PGE'DE BB [t
0D L'5ES'EL 0U0'EEY'Z) £6/'885'2) OVE'BRE'EL OFE'ZHE'EL 50 POL YL 2er'er0'si SOE' P P OGE"ZGE'EL G5S'Pre'EL £2Y'2EE'CH LE'LGP'EN SBIY 1A
0B 'BEF9LF EEE'ZESBLE EEG'Z65'9LF TOF OGP PSE'SE6'0LF BOS'O05'26E RIS JBBE)
C0S'651'24g 008'686'052 tELLEE 15t BILZ18' bit 8LLLI8 Pet £50° 199°965 §1L'S12'605 241 2rE'BOS SO0 1212y 554 'BEL'GER BLVBLLGPT ELLLL56ER Aepney eyde)
O0E'088'58 00L'SE9'29 LBE'£55'05 P L9815 PLG'L9T' IS 936'818'a5 |D&'8R2 'S5 16E 4 FO'ES S00'PeE'2F sy 100y 4 £55'520'ER jesgues; Aeloiy|
DOB'E50'EL | o0E'LEL'BEL 9t0'0EE 08 WPEELE a6 5O5'5BA'EH 165'628' )4 H56'C/2'90 §1L0°¥88'55 aMINANGY|

EIIEWIYE

PURIRS serd

A NN S0|

HISTORICAL EXPENDITURES/APPROPRIATIONS

E-36

Jobs Today and Jobs Tomorrow

Plan for.



STATE OF MICHIGAN

JENNIFER M. GRANHOLM QFFICE OF THE GOVERNOR JOHN D. CHERRY, JR.
GOVERNOR LANSING LT. GOVERNOR

February 10, 2005

Ladies and Gentlemen of the Legislature and Citizens of the State of Michigan:

Article XI, Section 5, of the Michigan Constitution of 1963, provides that
increases in rates of compensation for employees in the state classified service,
authorized by the Civil Service Commission, require prior notice to the Governor.
The Constitution also requires that I, as Governor, transmit such increases to the
Legislature as part of my budget.

On December 15, 2004, the Civil Service Commission approved multi-
year collective bargaining agreements with five state employee unions representing
seven bargaining units for Fiscal Years 2006, 2007 and 2008. Fiscal Year 2006
increases contained in all seven of these agreements are reflected in this
transmittal. The State Police Enlisted unit will soon be in the process of
negotiations, thus, it is not included in this correspondence.

On December 15, 2004, the Commission approved Fiscal Year 2006
pay adjustments for non-exclusively represented state classified employees. These
adjustments are in line with the adjustments the Commission authorized for
employees covered by collective bargaining agreements.

Attached is a cost summary of all the Civil Service Commission’s pay
actions for Fiscal Year 2006 prepared by the Office of the State Employer. The net
additional cost of this pay adjustment for Fiscal Year 2006 is estimated to be $41.3
million including the state’s share of FICA and required retirement contributions.

Attachment
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LEGISLATION NEEDED TO IMPLEMENT FISCAL YEAR 2006

BUDGET RECOMMENDATION

MICHIGAN COMPILED
DEPARTMENT PURPOSE LAW (MCL) BEING
AMENDED
Agriculture & Natural Captive Cervidae Fees MCL 287.958
Resources
Agriculrure Amend Agriculture Equine Industry MCL 431.220

Development Fund

Capiral Outday

State Building Authority Authorization ro
Bond for Special Maintenance

MCL 833.411, 833.411(a}, and
830.413, 830417

Community Health

Quality Assurance Assessment Program -

Hospitals

MC. 333.20161

Quality Assurance Asscssment Program -

Physicians

MCL 333.20161

Repeal Elder Pharmaceurical Insurance

Program

MCL 5502001 - 550.2009

Medicaid Fligibility - Long 'l'erm Care

MCIL. 400.161(1) and MCI.
700.1101-700.3608

Freeze Enrollment and Limit Benefits to

Certain Medicaid Recipients

MCL 400.161

Quality Assurance Assessment Program -
Mental Health Providers

MCL 500.2246(2)g

Implement Medicaid Estate Recovery
Program

MCL 400.45 — 400.122,
333.2801-2899, and 700.1101 —
700.3608

Corrections

Transfer Jail Inspection Function to the

Department of Labor and Economic Growth

MCL 791.262, 45.16, and
801.51

Sentencing Guidelines Revisions

MCL 777.63 - 777.69

Environmental Qualicy

Wetlands Protection Fees

MCL 324.303006 ro 324.30316

Inland Lakes and Streams [Fees

MCL 324.30104 to 324.30112

Plan for: Jobs Today and jobs Tomorrow
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DEPARTMENT

PURPQSE

MICHIGAN COMPILED
LAW (MCL) BEING
AMENDED

Repeal Aquifer Protection and Dispute

Resolution

Parr 317 of MCL 324.31701 to
324.31713

Repeal Dam Safety Program

Part 315 and 307 of MCL.
324.31501 to 324.31529

Labor and Economic
Growth

Inercasc Liquor Licensc Fees

MCL 436.1525, 436.1543

Higher Education

Michigan Merit Award - Change LCligibility

MCL 390.1457, 390.1457a

Repeal Tuition Grants

MCL 390.991-997a

Repeal Midwest Higher Education Compact

MCIL. 390.1531-1532

Natural Resources

ORY "I'rail Improvement Fund - Change
Distribution of Funds

MCL. 324.81119

School Aid School Bond Loan Fund Reform MCL 388.951, 388.984,
388.981,388.981b, 141.1053,

1411057, and 141.1058

State Redirect Secretary of State Collection Fees to MCL. 257.806, 257.809

the Transportation Administration Collection

Fund

State Police

School Bus Inspections

MCL 257.1839 and 257.715a

Transportation Redirect Sales Tax Distribution from the MCL 205.75
CTF to the General Fund
Treasury Freeze Revenuce Sharing Payments MCL 141.913

Eliminate Marginal Wells Deduction
{Oll and Gas Severance Tax}

MCL 205.303(2)

Climinate International Communications
Deduction {Use Tax)

MCL 205.93a(1)(c)

Reduce Interstate I'rucks and railer

Deduction (Sales and Use Tax)

MCIL. 205.54r, 205.94k and
20%.180(ncw scction)

Charge Tax on Inmate Purchases

(Sales Tax)

MCL 205.54a(1)(j)

LEGISLATION NEELDEL
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DEPARTMENT

PURPQSE

MICHIGAN COMPILED
LAW (MCL) BEING
AMENDED

Climinate Films Deduction
{Sales and Use 'ax)

MCL 205.54a(a)(f), 205.93(a)
and 205.94(1)(1)

Eliminate Vending Machines and Mobile
Facilitics Deduction (Sales and Use Tax)

MCI. 205.54g and 205.94d

Eliminate Oil and Gas Deductien
(State Income Tax)

MCL 206.30 and 206.36

Climinate Railroad Right-of-Way Credit
(Utility Property 'I'ax)

MCL 207.13 And 207.13a

Eliminate Watcr Softeners Deduction

(Personal Property Tax)

MCL 211.9(s) and 211.9g

Sleeping Bears Dunes Reimbursement o

Local Governments

MCL 3.908

State Education Tax Collections

MCL. 211.905b

21" Century Jobs Initiative Ballot

New Statute

217 Century Jobs Initiative Enabling
Legislation

New Statute

Plan for: Jobs Today and jobs Tomorrow
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